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HIS YEAR, in making its Annual Re- 
port to 31,000,000 policyholders, 
Metropolitan decided to try something 
new. 

We asked Bruce Barton, a policy- 
holder, and a well known writer, if he 
would write the report. He agreed. 

So he visited our Home Office, asked 
a host of questions, looked into the facts 
and figures. According to his report, the 
things he learned about the Company 
confirm what the Examiners of the State 
Insurance Department found. Follow- 
ing their most recent official examina- 
tion of the Company they had stated: 
“From this examination, it becomes 
evident that the Company is in strong 


BUSINESS REPORT FOR 1944 


In accordance with the Annual Statement as of December 31, 1944, filed with the New York State Insurance Department. 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


Policy Reserves Required byLaw_ . 

This amount, together with future premiums and 
interest, is required to assure payment of all 
future policy benefits. 


Policy Proceeds and Dividends Held at Interest. 
These are funds left with the company to be paid 
in the future. 


Reserved for Dividends to Policyholders . 
Set aside for payment in 1945 to those policyhold- 
ers eligible to receive them. 


Other Policy Obligations ....... 
Claims in process of settlement, estimated claims 
not yet reported, premiums paid in advance, etc. 


Taxes DueorAccrued ....... . 
Includes estimated amount of taxes payable in 
1945 on the business of 1944. 


Special Reserve forinvestments. . .. . 
To provide against possible loss or fluctuation in 
their value. 


Miscellaneous Liabilities . ...... 
TOTAL OBLIGATIONS. ...... 


$5,923,550,602.75 


296,078,543.16 


114,154,637.00 


67,579,917.19 


21,656,953.00 


104,368,000.00 


24,644,127.31 


. $6,552,032,780.41 


A policyholder reports on 
his life insurance company 


financial condition, that its affairs are 
ably managed, and that the business 
of the Company is being operated in 
the interests of its policyholders.” 


One out of every five persons in this 
country is a Metropolitan policyholder. 
If, like Mr. Barton, you are one of this 
group, you’ll be more than interested in 
the things he learned. Even if you’re not 
a policyholder, you cannot help but 
enjoy reading Mr. Barton’s account of 
what Metropolitan did in 1944 for the 
benefit of policyholders and public. 


If you’d like a copy of this Annual 
Report to Policyholders, entitled, 
“Something New in Annual Reports,” 
write in for it. It’s yours for the asking. 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 


National Government Securities . 
United States and Canadian. 
Other Bonds See eee, eee ee ee ee 
Provincial, State and Municipal $ 98,069,228.70 
Pe c« « « wy es «eS 588,210,136.87 
Public Utilities. . . . . 769,116,680.34 
Industrial and Miscellaneous 464,534,242.96 
ESS Ae ee eee ae pe eee 
All but $2,407,086.53 are Preferred or Guaranteed. 
First Mortgage Loans onRealEstate ... . 
CO ea eee 87,325,964.20 
Other Property. . . . . + 829,093,684.48 
LoansonPolicies. .......... 
Made to policyholders on the security of their 
Policies. 
RealEstateOwned .......... 
Includes $49,148,672.32 real estate under contract 
of sale and $146,808,180.56 Housing Projects 
and real estate for Company use. 
RON ssh Ge oa SMS) pe nee va 
Other Assets Sasa? ain fee ce gl We a 
Premiums due and deferred, interest and rents due 
and accrued, etc. 


$3,066,445 ,698.96 


1,919,930,288.87 


104,596,021.13 


916,419,648.68 


370,567,520.95 


310,793,056.22 


143,063,675.82 
163,634,660.80 


TOTAL ASSETS TO MEET OBLIGATIONS $6,995,450.571.43 


Thus, Assets exceed Obligations by $443,417,791.02. This safety fund is divided into 


Special Surplus Funds 


$15,706,000.00 


Unassigned Funds(Surplus). ... . 


$427,657,791.02 


These funds, representing about 7% of the obligations, serve as a cushion against possible unfavorable experience 
due to war or other conditions and give extra assurance that all policy benefits will be paid in full as they fall due. 


NOTE:—Assets carried at $332,059,336.58 in the above statement are deposited with various public officials under require- 
ments of law or regulatory authority. Canadian business embraced in this statement is reported on basis of par of exchange. 


HIGHLIGHTS OF 1944 OPERATIONS 


Life Insurance in Force, End of 1944. . . 


Amount Paid to Policyholders During 1944 . . . . 


$30,696,750,125 


Paid-for Life Insurance Issued During 1944 . 


$592,034,726.22 


Metropolitan Life Insurance Company 


(A MUTUAL COMPANY) 


Frederick H. Ecker, CHAIRMAN OF THE BOARD 


Leroy A. Lincoln, PRESIDENT 


$2,064,042,459 
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WALL STREET 


Banking: U. S. A. 

Despite the role American banks 
play in the national economy—in both 
war and peace—their actual operations 
are little understood by the average 
citizen. This, in spite of the fact that 
since 1941 more Americans than ever 
before have passed through the lobbies 
and up to the counters, booming de- 
posits, buying war bonds and, in short, 
using banking facilities on an increasing 
scale. To bring this important financial 
facet into proper focus, the nationwide 
investment firm of Merrill Lynch, 
Pierce, Fenner & Beane has just issued 
1 comprehensive survey of this subject. 
Title: “BANKs—1945.” 

“BAaNKS—1945” reveals the outstand- 
ing job the nation’s banks have done in 





BANKS 10, 


MERRILL LYNCH, PIERCE, PENNER & BEANE 





“BANKS—1945”: Their task is monumental 


1elping to finance America at war: goes 
on to reveal the total resources of 150 
banks, covered in the survey, increased 
by 18% during the past year. Through 
1944, the banks continued to invest in 
Government bonds, reaching a new 
high in liquidity in assets. Unbiased 
ind factual, this survey does not fail to 
reveal attendant problems: supplying 
business with new capital to meet post- 
war demands, expansion of small-loan 
policies to round out service to small 
enterprise, tax problems, etc. Other 
interesting and pertinent subjects cov- 
ered: “Tomorrow’s Housing and the 
Banks”; “World Business and _ the 
Banks”; and “A Trend Toward Decen- 
tralization.” 

In addition ‘‘BANKs—1945” supplies 
yotential investors with facts necessary 
o judge investment possibilities. The 
isual request is all that is needed to 
bring a copy of “BANks—1945.’’* Based 
on one of M L, P, F & B’s basic policies 
(Investigate then Invest) readers will 
find this survey a frank and interesting 
discussion of a subject directly related 
to the future of the nation and every 
citizen. 


*Address requests for ‘‘BANKS—1945”’ to Merrill 
Lynch, Pierce, Fenner & Beane, 70 Pine Street, New 
York 5, N. Y. 
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When you want protection .. . use steel! War or 
peace. Steel is better than ever today, because of war- 
time research. Many of the improvements have come 
from United States Steel laboratories. You'll meet 
these better steels when peace returns. In railroad cars 
and washing machines. Automobiles and electric irons. 
Fences and steel windows. And they’ll be marked 
with the U-S-S Label. Your guide to quality steel. 
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UNITED STATES STEEL 


AMERICAN BRIDGE COMPANY + AMERICAN STEEL & WIRE COM- 
PANY + CARNEGIE-ILLINOIS STEEL CORPORATION +» COLUMBIA 
STEEL COMPANY CYCLONE FENCE DIVISION FEDERAL 
SHIPBUILDING & DRY DOCK COMPANY NATIONAL TUBE 
COMPANY - OIL WELL SUPPLY COMPANY - TENNESSEE COAL, 
IRON & RAILROAD COMPANY + UNITED STATES STEEL EXPORT 
COMPANY UNITED STATES STEEL PRODUCTS COMPANY 
UNITED STATES STEEL SUPPLY COMPANY - UNIVERSAL ATLAS 
CEMENT COMPANY + VIRGINIA BRIDGE COMPANY 
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The Trend of Events 


JQUIDATION OF MARGIN CREDIT? ... Increase and require, in addition to cash payment for future 
f margin requirements to 100%, reportedly under purchases, that debit balances now outstanding be 
onsideration in Administration quarters as another paid off within a specified time, whether or not the 
tep to curb speculation, may be accompanied by a_ securities held as collateral are sold. If this last 
urther move to liquidate all existing credit utilized requirement were imposed, it would literally place 
n the market for carrying corporate securities. the securities market on a cash basis. 


uch is the talk at least. Whether the step will ac- Apart from margin restrictions, official thought 
ually be taken is another question. But if so, what is veering in other directions. We have already men- 
vould it mean? tioned the Treasury proposal of lengthening the 


If adopted, such a measure would eliminate some holding period for capital gains from six to eigh- 
1,000,000,000 of brokers’ loans and a smaller sum teen months. Latest reports have it that the Treas- 
baned by banks directly to investors and traders. ury has followed this up with suggestions of ex- 
t would be the most drastic of three possible regu- tending the holding period to fully three years. This 
ations affecting margin trading which are now would be necessary, it is contended, to achieve proper 
nder study. That study so far has developed three curbing of real estate and farm land speculation 
nes of possible action. The most limited is the as well as speculation in stocks. 

imple increase of margin requirement from the Just how serious all this is to be taken remains 
resently 50% level to 100%. This move would to be seen. With the market currently in a more 
liminate all expansion of margin trading in the sober mood, it may well be that further restrictive 
iture, but would not affect securities already pur- measures will be held in abeyance until a new 
hased on credit and would permit trading in es- flare-up of speculative over-enthusiasm focuses re- 
nblished margin accounts if debit balances are not newed attention on the need of taking steps. 
hereby increased. 

A second step might go farther by stipulating GREEN LIGHT FOR RECONVERSION PLANNING... 
hat if a sale is made of securities now held on Eyes are again fixed on VE-Day. How deep will be 
hargin, the credit used cannot be maintained but production cutbacks then? What materials will be 
hust be paid off. A third step might go still farther in supply? What reconversion will be permitted? 
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Unofficial Washington says that prospect is “fluid,” 
not yet clearly defined, and subject to change with- 
out notice. Sound reason says that much less ma- 
terials will be needed to prosecute a one-front than 
a two-front war. 

With spectacular Allied gains in Europe an almost 
daily feature, official planning for reconversion has 
been accelerated. Elsewhere, too, such planning is 
beginning to venture timidly out of its foxhole to 
which it was banished last December. A good deal 
may be heard of it in the near future. But one fact 
stands out in all present reconversion thinking and 
that is the utter lack of specific information in top 
circles as to what facilities must be kept in produc- 
tion to knock out Japan. Until this information is 
furnished in fairly definite form, reconversion plan- 
ning on the official level must necessarily remain 
sketchy, that on private industry level greatly hand- 
icapped by uncertainty. 

The lack of data on military requirements does 
not imply any shortcoming on the part of procure- 
ment officials. At the pace of present flu'd warfare, 
the best estimates of military requ’ ‘nents can 
hardly be valid for more than 60 to’ . days. Thus 
final figures on what will be required for the Japa- 
nese war cannot be supplied until the European 
phase is over, and not perhaps until some time later. 

This explains why present official planning en- 
visages, as an initial step, primarily reconversion 
on a plant by plant basis to assure adequate flexi- 
bility for the remaining war program. If that type 
of early reconversion materializes, it is likely to 
raise difficult problems inherent in partial resump- 
tion of manufacture of those civilian durable goods 
that have not been made during the war. The output 
of many of them may be limited for a considerable 
time, and limited output means high overhead costs, 
particularly if production is spread widely among a 
given industry on a quota basis. On the other hand, 
if quotas are turned over to only a few plants not 
tied up with war work, these would get a head 
start over the others in the race for postwar mar- 
kets. 

Such problems are likely to arise in every im- 
portant consumer goods industry that has been 
converted to war work. The automotive industry, 
to mention just one, is an outstanding example. A 
sound solution calls for intelligent cooperation be- 
tween industry and Government. Such cooperation 
will be greatly aided by earliest possible official per- 
mission for discussing and planning of reconversion, 
with official assistance forthcoming where required. 


TARIFF BATTLE . . . The Administration bill to ex- 
tend the Trade Agreements Act would permit tariff 
reductions up to 50% from the rates prevailing on 
January 1 of this year in new reciprocal pacts that 
may be negotiated in the future. In effect, the Act — 
if extended by Congress — will go farther than be- 
fore, in that it would authorize a further 50% cut 
in rates that have already been reduced by earlier 
trade agreements. 

Much lip service has been paid in the past to the 
thesis that we must expand our imports so as to 
provide dollar exchange to other nations which 






will enable them to pay for their purchases in t} 
United States. But it is futile to talk about impo 
unless the barriers which stand in their way a 
actually lowered. Extension of the Trade Agre 
ments Act (Doughton Bill) would certainly enak 
the State Department to implement a freer tra 
policy. It would facilitate larger imports and therel 
go far toward balancing the very large volume 
exports that we are bound to enjoy for a numb 
of years to come. At the same time, it would op 
the way for expanding markets for our goods 
reducing tariffs abroad. 

Extension of the Trade Agreements Act wo 
seem imperative if the United States is to fill i 
role as a leader in seeking freer and increased wor HE | 
trade, so necessary to future political and econong} | 
stability everywhere. The unsettled economic cog ,POS* 
ditions that will prevail after the war will doubtle rdinate 
cause many countries to set up new trade barries@VS Wil 
This prospect makes it all the more desirable @22! dec 
our part to counter such a trend by exerting acti lows h 
leadership in promoting not free trade, as son omplet 
critics fear, but simply freer trade. Enactment §¢ 2hea 
the Doughton Bill extending the Trade Agreemeng@Y Qué 
Act would make possible such leadership, and 
would provide the Government with effective b 
gaining powers. , 


‘“RE-PRICING” NOT ALL BAD... The Services a 
reported to swing into an ambitious program f 
re-pricing existing war contracts. Contractors a 
being subjected to careful scrutiny of costs and r 
pricing possibilities. The new procedure, known 
the “company re-pricing program,” is entirely apa 
from renegotiation and designed not so much 
cut profit margins as such but to cut profits to 
point where contractors must redouble efforts 
cut costs, efforts that mean paring down waste i 
every form. 


There has been much criticism of this procedu 
One result, it has been claimed, is that risks a 
being shifted from the Government to the co 
tractor. Under a system of generous prices, evé. 
though subject to later renegotiation, the contr. 
tor is protected against rising costs. But with clo 
prices placed directly in the contract, the war pr 
ducer has no protection except his own ability 
absorb cost increases by greater efficiency. The la 
ter necessity, it seems, furnishes the proverbial silv4: 
lining. 

Some companies may find the going rough b 
it is a good bet that many others will find it 
blessing in disguise. First, the unpleasant surpris 
of renegotiation will be avoided. Beyond this, wa, 
contractors will be forced to crack down on car 
lessness toward costs now. They will be toughen 
in advance for the rigors of postwar competitio 
Thus in the last analysis, it will benefit not only th: 
taxpayer but industry as well. 

The squeeze on profit margins especially in th 
transitional period is likely to be more severe th 
today’s price-cost squeeze in many fields. Reviv. 
of greater attention to cost factors, often cast asidf, 
under pressure of war production, can do no har 
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fis HE latest Allied Rhine crossings, almost unop- 


cco posed, clearly point to early disintegration of co- 
ibtleg’dinated German defensive power. The next few 
rrieWays will tell how much the enemy has left to delay the 
ble gnal decision. His obvious weakness after the heavy 
actigiows he has suffered may not portend a quick and 
sonfomplete end of the fighting. Heavy battles may still 
ent §¢ ahead for some time but there can no longer be 
meng2y question of effectively organized resistance to 
and Pe ‘Allied steamroller that is now assaulting Ger- 
e baflany’s inner fortress from East and West. Disin- 
egration is in the air. Time is running out for Hitler. 
_ As Allied armies are closing in for the final battle, 
es fur thoughts naturally turn to the peace to come. 
m fghe great devastation and suffering that human be- 
rs ages have endured in this titanic struggle call for a 
nd yfeal peace. Otherwise men will lose hope and cynic- 
sm will be rampant. 
apa, It is for that reason that thoughtful men see in 
ich ge United Nations Conference in San Francisco 
; to Pe great opportunity to save the world, and usher 
rts #an age of justice that will do away with man’s 
ste humanity to man. ; 
| To expect perfect agreement is too much. Fear 
d distrust exist to such an extent that many 
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SAN FRANCISCO PROSPECTS 


‘ 


BY ROBERT GUISE 


nations for fuller representation in the new security 
organization. But perhaps one of the most important 
conference problems will be regionalism and how 
to deal with it. An effective solution of this could 
become the strongest base for an international 
league; mishandling of the problem could wreck the 
whole plan. 

The question is by no means one of abolishing 
regional agreements. Rather, the problem is whether 
regional agreements can be properly fitted into a 
general world-wide security organization. Whether 
regionalism shall take the form of separate spheres 
of influence and competing blocs under big power 
domination or of an association of free and equal 
nations for mutual security and prosperity. The for- 
mer is the old discredited method that ultimately 
has always led to war. The latter is the inter-Ameri- 
can system best typified by Chapultepec, —with its 
promise of genuine peace. 

The facts are clear enough. Britain has been ac- 
tively strengthening the political and economic unity 
of her Empire group. The recent inter-American con- 
ference at Mexico City set up a hemisphere security 
system that awaits to be integrated into the world 
organization. Russia wants a federation of Balkan 


















ompromises will have to 


- be e made. 
| -"} Many of the delega- ’ 
aha ‘tions, especially those of Time 
cl of e smaller nations, come Running 
r pri the conference with Out 


ery real anxieties over | 
e prospect of maintain- 
g their national posi- 
ion under a world ac- 
ord essentially domi- 
ated by the big powers. 
his is evident from 
e numerous. sugges- 
al ions and amendments to 
nen” Crimean Charter of- 
ition ered on many sides, all 
v thi esigned to obtain sover- 
Y“enty and _ territorial 
2 th uarantees. Underlying 
tha nxieties are very real; 
viv ey have been deepened 
“ve py recent events in Ru- | 
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| and Danubian countries 
' under her influence and 
aa; a cordon of Soviet-con- 
m trolled or dominated buf- 
@ fer states elsewhere 
| around her far-flung bor- 
ders. France, after mak- 
| ing a Russian alliance, is 
) negotiating with Bel- 
gium, Holland and Lux- 
embourg for a regional 
security pact. Even the 
Arab nations are reach- 
ing regional agreements 
for the Near East to pro- 
tect their interests. Fi- 
., nally, there is a move- 
' ment for a broad Euro- 
pean Confederation along 


Pan-European lines, in 
itself conflicting with 
other regional aspira- 


From the New York Times 


tions. It need hardly be 













om ania and by the apparent threat of further wnilat- 

ral Russian action in the Balkans involving Bul- 
aria, Greece and perhaps Turkey. Handling of the 
olish question alone had a greatly sobering effect. 
It will be up to the big powers to quiet such ap- 
rehensions and cope with the demand of the smaller 
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pointed out that at the bottom of all this regional- 
ism is the desire for security and independence, if 
not maintenance of power and national prestige. But 
the problem it poses is thereby not made any easier. 
San Francisco must find a way of reconciling this 
regionalism with world (Please turn to page 710) 
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Market Enters Decisive Phase 


The movement has developed increasing earmarks of a considerable reaction. 
There is a tendency to pay closer attention to transitional adjustment problems, 
which in some respects may be more formidable than had been supposed. With the 
scope of the decline yet uncertain, caution and rigid selectivity are in order. 


Ss oR, TF: 


| eager approximately three weeks since March 
7 the industrial average has established a zig- 
zag pattern of declining tops and bottoms which has 
most of the earmarks of an intermediate reaction, 
rather than a minor setback, although the rail 
average thus far has refused to “go along.” So far, 
there is no convincing evidence that the correction 
has run its course. If it has further to go, it would 
seem highly optimistic to believe that the rails 
can either remain immune or continue to hold as 
close to their recovery high as they did last week. 


All of the measuring rods now tell pretty much 
the same story. The Magazine of Wall Street weekly 
index of 290 stocks has cancelled about 31 per cent 
of the entire advance made from the intermediate- 
reaction low of last September to the recovery high 
of early March. From the same perspective, our 
weekly index of 100 low-price stocks has retraced 
about 36 per cent, while the figure for the Dow in- 
dustrial average is 38 per cent. 

Both of the Magazine of Wall Street indexes cited 
in the preceding paragraph have had a sharper 
percentage decline from their highs than has the 
Dow average, which is to be expected since the 
latter is heavily weighted with “leading stock” which 
usually follow, rather than lead, more speculative 
sections of the market except in initial phases 
of recovery. However, our index of 290 stocks and 
the index of low-price stocks have so far retained 
a larger part of the ground gained in the September- 
March leg of the bull market than has the Dow 
industrial average. That is a bit unusual and it 
remains to be seen whether it will continue, for in 
intermediate reactions indexes representative of the 
rank-and-file of the market have generally retraced 
a larger percentage of the preceding phase of ad- 
vance than have the prominent issues making up 
the Dow average. 

We said that the movement has most of the ear- 
marks of an intermediate reaction, rather than just 
another brief interruption in the bull market. What 
are they? To begin with, the top around 162 in the 
industrial average was a “logical” stopping place 
from a chart standpoint, and was so interpreted in 
advance by many technically-minded analysts. It is 
approximately the level at which, on the way down, 
the 1937-1938 bear market was “signalled,” though 
confirmed would be a more accurate term. Second, 
as we remarked a fortnight ago, there were some 
symptoms of toppiness in this market even before 
the Federal Reserve Board and the Stock and Curb 
exchanges “cracked down” on margins. The bull 
leadership had shifted enough to heavy steels and 
rails to raise a question. New York City bank stocks, 
which, many more times than not, have topped out 
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in advance of the general market, had been stale. 
mated for some weeks. 
During the past fortnight the most dubious chavr- 


acteristic of the market — usually symptomatic oif 


an intermediate decline —has been the fact that 


volume has been heaviest on the weak days and has} 


fallen off sharply on the rallies. On the temporary 
and limited rebound from the extreme (intra-day) 
low of 154.08 in the industrial average reached last 
Wednesday, March 21, activity fell away by nearly 
50 per cent from the levels seen on the immediate 
preceding sell-off. Notwithstanding huge amounts 
of idle. money available for investment, potential 
buyers were disinclined to step in. On Saturday, 
following news of additional large-scale Allied cross- 


ings of the Rhine, the market pointed down again 
on increased volume, ending the week at a new) 
closing low for the industrial average and within a 
small fraction of the week’s preceding extreme low, 
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Speculative commodities also weakened. From the 
technical evidence, then, it seems probable that 
some additional decline will be seen. How much is, 
of course, impossible to foresee. 

There are apparently strong support levels — 
technically speaking — within the range 151-148 of 
the industrial average, corresponding to about 99- 
101 for our weekly index of 290 stocks. The 148 
mark would be a cancellation of about 73 per cent 
of all ground gained by the industrial average from 
last September’s low to the recent high, while 99 
for our composite index would be a cancellation of 
about 79 per cent. Assuming a continuing bull 
market, those figures look severe. They may pos- 
sibly not be reached. However, right here the pru- 
dent thing — certainly as concerns purchases for 
appreciation — is to wait and see for a while. 

The idea of early peace in Europe — whenever it 
may come —can no longer surprise anybody. Of 
itself, it seems to us a questionable bearish argu- 
ment. If the market has had adequate technical cor- 
rection by the time it comes, a sharp rally — by way 
of celebration — would not seem an unreasonable 
expectation. But military victory in Europe, long 
expected, is not the whole story. 

What we don’t know, because it has yet been only 
tentatively tested out, is how much fortitude this 
market really has when it comes to serious con- 
templation of the problems of transitional economic 
readjustment. That these problems are now coming 
in for closer attention is implicit in the current 
reaction. 

Of course, it can be argued that the reconversion 
period — like V-E Day — has long been anticipated 
and hence should not give the market much con- 
cern. We wonder. For one thing, since December 
the military has for all practical purposes “taken 
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over” the War Production Board and has largely 
dictated economic policy. Whatever the merit of - 
this with respect to winning the war — which is 
the objective of all of us, with everything else sec- 
ondary —. it is undeniable that it is likely to make 
the transitional shock to business more, rather than 
less, severe than it would otherwise have been. The 
surpluses will be increased, and the eventual maxi- 
mum cut-backs, even though spread over a period 
of some months, will almost certainly be consider- 
ably larger than the Army has recently been “let- 
ting on” for public consumption. 

Then, too, hopes about the timing of victory over 
Japan have been lifted somewhat since large-scale 
bombing of Jap cities began and since the Navy 
demonstrated its mastery even of Jap home waters. 
Of course, this question remains highly conjectural 
— but “long war” in the Pacific is now being taken 
somewhat less for granted. Should events point to 
earlier victory in the Pacific than had previously 
been expected — or should investors and speculators 
begin to think more along that line — it would not 
be bullish, for it would imply a more severe transi- 
tional economic shock than most people had been 
allowing for. That is the one score on which the 
151-148 support level previously cited might be de- 
cisively broken, and hence it certainly can not be 
taken in the present clouded market ‘weather’ as 
a pre-ordained buying opportunity. 

Meanwhile, one thing also deterring many poten- 
tial buyers is the suspicion — not without support- 
ing circumstantial evidence—that the Reserve 
Board is prepared to resume its “anti-speculation” 
campaign again should the market turn strong and 
active any time soon. On all counts, then, caution 
and careful selectivity are in order for the pres- 
ent.—Monday, March 26. 














Weighing Today’s Labor Demands 
On Our Postwar 
Economy 





All photographs by International News Photos. 
Philip Murray, President of the C.1.0, as 
he appeared before a recent Congressional 

Committee 


tp demands that organized labor 
will make upon employers after 
the war have been rapidly crystalliz- 
ing of late. At the same time, a blueprint of Ad- 
ministration plans for dealing with labor and em- 
ployment problems in the reconversion and postwar 
period has been slowly taking shape. The former 
are quite clear-cut as to essentials; the latter, while 
not yet concisely formulated, can be readily gleaned 
from official statements or deduced from official 
attitudes. 

As to labor, the situation is fairly simple. With 
recognition won and safeguarded by the Wagner 
Act, union leaders are ready to take the utmost ad- 
vantage of their greatly strengthened position in 
collective bargaining. What are their main objectives 
for the postwar? 

toughly, three basic demands stand out. One ma- 
jor objective are hourly wage increases to offset 
the impending contraction in ‘take home” pay be- 
cause of anticipated shorter working hours after 
the war. Elimination of overtime particularly will 
cut into “take home”, since lavish overtime pay- 
ments have been universal during war-time. Their 
absence will be felt. 

A number of unions are currently receiving 
“fringe concessions” that are tantamount to hourly 
wage boosts. But it is no part of union strategy 
to consider such benefits as a substitute for higher 
hourly wage rates sought for the postwar. This is 
made clear by recent demands for “royalty” pay- 
ments for coal miners which have been advanced 
in lieu of straight wage increases to avoid breaking 
the Little Steel formula. In industries where wage 
rates have traditionally been relatively low, in- 
creases will be sought through raising the minima 
set by the Fair Labor Standards Act. Textile and 
packing industry workers have successfully pro- 
gressed along such lines. All along the line, the 
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United Mine Workers’ own John L. 
Lewis addressing delegates to a C.1.0. 
Convention 


BY THOMAS L. GODEY 


William Green, A.F.L. head, during an im- 
passioned speech at the opening of the 
Federations’ last Convention - 


pressure for higher basic wage rates is mounting. 

A second major postwar objective of organized 
labor is a guaranteed annual wage. This demand 
has appeared with increasing frequency lately; the 
President’s latest order for a detailed study of the 
question is proof that this demand is taken quite 
seriously in Adminisration quarters. Related to the 
guaranteed wage is labor’s program for increased 
participation in management, through management- 
labor committees or in other ways, so that labor 
representatives can protect what they regard the 
interests of their constituents in the formulation of 
managerial decisions. 

A third basic demand, particularly in the transi- 
tion period, will be protection against “down-grad- 
ing.” During the war, there has been wholesale “up- 
grading” of labor to attract workers and keep them 
on the job. In itself, this has greatly contributed 
to rising costs. Recognizing the purely emergency 
nature of this procedure, labor leaders nevertheless 
are most anxious to prevent a reversal of the pro- 
cess. Unions are also placing increased emphasis 
upon uniform industry-wide wage agreements, to 
eliminate discrepancies in rates paid in’ particular 
areas or plants. 

It stands to reason that these demands, taken 
together, may prove a serious threat to corporate 
earnings, even to postwar prosperity as a whole. 
At any rate, they would bring about a far more 
rigid wage-price relationship than has ever pre- 
vailed in this country before. Everyone knows what 
a rigid wage structure can do to earnings in times 
of fluctuating business. Not only would unit labor 
costs be high and inflexible but management’s ability 
to adjust operations to changing circumstances and 
market conditions would be curtailed. 
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In many instances, these demands would probably 
make it necessary for manufacturers to charge sub- 
stantially higher prices for their products. A spiral 
of rising wages and prices, largely avoided in war- 
time, would thus become a fact in the postwar era. 
If so, it would seem that labor has little to gain and 
much to lose by pursuing a program that would make 
it necessary for producers to raise prices to keep 
pace with mounting costs. 

Wage earners in manufacturing industries today 
are enjoying hourly wages on a straight line basis 
that are about 50% above prewar, on an average. 
Those rates are now to be pushed up to about 55% 
of that level if present plans go through. U. S. in- 
dustry is to be told that it can readily assume war- 
time increases in wage rates, plus the boosts cur- 
rently scheduled, without raising prices. But can it? 
If it cannot, the higher wage demands — even the 
carrying of war-time wage rises into the peace era, 
will have great inflationary implications. 

Recent industry studies indicate that in civilian 
manufacturing, war-time cost increases have out- 
stripped productivity gains, in other words, the tre- 
mendous rise in output per man hour and the sharp 
decline in unit labor costs in war industries have 
not been paralleled in civilian industry. 

Wage costs per unit for all manufacturing are 
found to have mounted steadily since 1941, and in 
1944 stood 39% higher than in 1939. The cost of 
raw materials used by manufacturers rose 60% in 
the same period. As price controls were steadily 
broadened, prices of finished manufactures were sta- 
bilized and in 1944 were only 24.4% higher than in 
1939. Between 1939 and 1943, manufacturing pay- 
rolls more than tripled, production rose about 214 
times, while the number of man hours worked fell 
just short of being doubled. Gains in productivity 
were greater than the rise in payrolls in industries 
manufacturing war materials but in civilian indus- 
tries, unit labor costs were higher in 1943 than in 
1939, rising anywhere from 30% to 60% in a good 
many instances. With prices of finished goods vir- 
tually stable, there exists an obvious threat to the 
postwar price structure with ultimately high infla- 
tionary potentials. 

This threat is denied or minimized both in labor 
quarters and Administration circles where the view 





Leaders of the A.F.L. gathered on the platform as President 
William Green addresses the opening session of the con- 
vention in New Orleans last November 
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prevails that increased costs are to come out of 
profit margins, relying on greater volume to yield 
a return to stockholders and management. Any price 
increase, based on new wage increases, is opposed. 
The point is made that labor, not ownership or man- 
agement, should enjoy any fruit of greater capital 
investment, improved techniques and greater pro- 
duction efficiency. It raises a counter-point: Can, 
under such cirumstances, private enterprise retain 
its dynamism and continue to operate through the 
price mechanism ? 

Industry’s ability to absorb higher wage costs 
without price increases is at least open to question. 
Competent observers doubt whether the sharp war- 
time lowering of unit costs in manufacturing in- 
dustries can be fully carried over into peace pro- 
duction; any such premise is at least partly specu- 
lative. 


Apart from the question of higher wage costs, 
there is the problem of rigidity of wage costs as 
particularly typified by the demand for a guaranteed 
annual wage income. For labor, the step from job 
guarantee to wage guarantee is a logical one. De- 
spite the chilly reception of the idea in the National 
War Labor Board and in industry as a whole, the 
CIO especially is pushing this demand actively. 
From steel workers, this proposal has spread to 
other industries, such as the automotive, aluminum, 
electrical and meat packing fields, and struck a pop- 
ular chord elsewhere. Particularly in the heavy in- 
dustries, it has been a new and strong rallying cry 
for the CIO. 

The latter argues that a precedent has been set 
for wage guarantees by the guarantees already pro- 
vided by Government to agriculture and industry. 
To the former in the shape of a guaranteed mini- 
mum price return of 90% of parity on principal 
crops during the war and for two years afterward. 
To industry in the carry-back and carry-forward 
provision of the income tax law which permits re- 
fund of a portion of wartime taxes to cushion the 
shock of reduced postwar income. As to agriculture. 
the price guarantees granted are no doubt real but 
as to industry, labor’s contention appears decidedly 
far-fetched, for while the tax provision cited affords 
a cushion against extreme loss, it certainly doesn’t 
guarantee profits. 

But what about the practicability of the guaran- 
teed wage idea which already has taken the form 
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ot a nationwide campaign? As an objective, it cer- 
tainly would be highly desirable if factory workers 
could be assured of an annual income. The idea is 
not new; it has been tried, with varying success, 
in a handful of consumer goods industries turning 
out standardized products for which demand is 
steady and can be fairly well anticipated. In some 
instances, it has worked well after extensive re- 
vamping of organizational set-ups. 

When it comes to the extension of this plan to 
most types of durable goods or consumer goods in- 
dustries subject to frequent model or style changes, 
formidable obstacles arise. In the heavy goods in- 
dustries such as steel, the storage space required 
for continued high-level production in slack times 
- and the financing of this non-earning inventory 
would make impossible the adoption of such a meas- 
ure. It would be even worse, in some respects, in 
the case of the durable goods industries subject 
to swift technological changes, customer specifica- 
tions and extreme fluctuations in product demand, 
such as locomotives, machine tools, electrical and 
textile machinery, farm implements and the like. 
A guaranteed annual wage plan would quickly bank- 
rupt these industries, or else the Government would 
be forced to come to the rescue with huge Federal 
subsidies that would have to be passed on to the 
taxpayer and consumer. Directly or indirectly, it 
would tend to raise prices and/or taxes, and lower 
consumption, thus be of little benefit to labor. It 
would hit hardest the small concerns that do not 
have the financial reserves to draw upon during 
dull periods. It might have a well-nigh disastrous 
effect upon new business enterprises, kill entirely 
the incentive to embark upon new ventures. The 
crux of the problem is of course the inability to 
control demand; this could only be done under a 
completely state-regulated economic system. In other 
words, the area of application of guaranteed annual 
wage plans is definitely limited, the plan is certainly 
totally unsuited to heavy and cyclical industries. 

In this as in other wage questions, it is the prob- 
lem of rigidity of wage cost structure that holds 
the most serious implications. In a period of high- 
level production and general economic activity, high 
wages can be borne because of the compensatory 
effect of high volume. Once the latter drops below 
a certain limit, either wages must come down or 
prices up, or profits will rapidly dwindle. The forth- 
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coming transitional period, in every sense, will be 
a test period of wage-price policies, for without 
question, higher wage costs will severely squeeze 
profit margins with the decline of volume to be 
expected. And the prospect is that wage costs will 
remain largely inflexible. 


Transitional Policies Formulated 


The broad wage stabilization problems which will 
appear during reconversion are now receiving height- 
ened attention in both labor and Government quar- 
ters and broad official policies are beginning to 
emerge. Very few fixed or final rules have been 
established so far but the NWLB is attempting to 
define the area of the problem to be encountered 
after VE-Day. Certain trends in official thinking 
are unmistakable. These include maintenance of 
existing wage scales, on the whole, but some lati- 
tude in the question of “down-grading” of workers 
under certain conditions and with certain restric- 
tions. Broadly speaking, official policy reflects an 
effort to meet labor’s demands. Behind this attitude 
is clearly the desire to combat possible deflationary 
trends after the war by stabilizing mass purchasing 
power; this aim particularly underlies the current 
trend toward guaranteed annual wages, admittedly 
one of the main aspirations of American labor and 
therefore carefully examined as to its feasibilities. 


This by no means implies broad and unequivocal 
Government support of all labor demands. For the 
moment, the Administration stoutly favors contin- 
uation of the “hold the line” policy for wages and 
prices until after the war is won, and labor agita- 
tion for immediate concessions, due to recurring 
fear of reconversion employment and particularly 
of dropping wage scales, appears to have caused a 
certain rift between labor and the Administration. 
The latter’s attitude is set on maintenance of the 
Little Steel formula, however battered and revised 
that instrument of economic stabilization has be- 
come by now. But the WLB and the Office of the 
Economic Administrator seemingly are trying to 
appease labor through definite promises that wage 
floors will be shored up after VE-Day to prevent 
wage deflation, by promising protection against 
wage cutting in the transition period, by assuring 
labor that it doesn’t need higher wages now to 
cushion later wage reductions. Yet somehow, labor 
remains restive. It is largely due to the intra-union 
feud, to competitive factors. Fear of what John L. 
Lewis may do for his constituents prods most labor 
leaders more than Government pressure. They are 
needled into action because they cannot let him 
take the show. Thus we hear official talk about wage 
floors being needed to avoid dangerous postwar de- 
flation. The implication is that thorough wage con- 
trol is likely to continue for an indefinite period 
after the war, that is control against wage declines. 

Over the longer term, how far will the Admin- 
istration go in meeting labor demands? Is a strong 
wage-price climb with either highly inflationary 
or profit-strangling potentials in the cards? The 
question is of enormous importance to industry and 
investors. On basis of official statements, it is fairly 
evident that higher wages and an “enlightened” 
mediation policy are (Please turn to page 709) 
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Selecting Six Opportunities 
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Stocks Selling Below their 1936-37 Highs 


BY 





J. 





At its recent high the Dow-Jones industrial av- 
erage was 75 per cent above the 1942 low and 
only 17 per cent under the exalted 1937 high. Other- 
wise expressed, a further advance of 20 per cent 
would take it back almost exactly to the peak made 
in the last previous great bull market of peacetime. 
However, in very considerable measure, the market 
is always a “market of stocks.” Many stocks have 
either risen above their previous major highs or are 
much closer to them than is the industrial average. 
On the other hand, a number of stocks have much 
further to go—if their previous highs are to be 
equalled — than does the industrial average. 

In the larger of the accompanying tables there 
are listed about three dozen stocks which are much 
further below the highs which they made in the 
last bull market, whether in 1937 or late in 1936, 
than is the market average. Several times that num- 
ber could have been included, but for space limita- 
tions. The stocks selected for this table had to meet 
only one requirement: namely, that recovery to for- 
mer highs would represent a percentage gain at 
least twice as much as the 20 per cent figure above 
cited for the industrial average. For the great ma- 
jority of them, as a matter of fact, it would be 
from 50 per cent to 100 per cent, and in a few 
instances considerably more. Yet very few stocks 
in this list are radical speculations. Strangely 
enough — or perhaps it isn’t so strange — the ma- 
jority are equities of large and very well known 
companies. 


Need for Discrimination 


Now let it be said at once that anyone who buys 
a stock at the present advanced level of the market 
merely and solely because it is much under its 
former high ought to have his head examined. That 
makes not much more sense than it would to go 
for Radio common at 1114 because it sold as high 
as 11434 in 1929 when most people having anything 
to do with the stock market were more than a bit 
balmy in their concept of stock values. The present 
bull market has been running for nearly three years. 
Innumerable people — a goodly percentage of them 
intelligent or well-informed or both — have combed 
the list over and over again for stocks genuinely 
undervalued on reasonably appraised prospects. 
There can’t be many “hidden values” left. 

In some instances stocks are far under former 
highs because investors and speculators believe, 
rightly or wrongly, that the post-war outlook of the 
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companies represented is subject to above-average 
uncertainty. That is true of coppers and heavy steels. 
In certain other instances, the 1937 highs were 
absurdly high — at least they look so in retrospect 
— in relation to the earnings and yields then pre- 
vailing. A glaring example is New York Central, 
which got to 5514 on earnings of $1.79 a share, the 
first of any consequence in some years, and with no 
dividend. In contrast, it looks statistically cheap 
now, but the 1937 high is certainly no guide. Again, 
General Electric — though a fine stock of a fine 
company — unquestionably was greatly over-priced 
at 64%, which was over 29 times peak earnings of 
that time and at which price the dividend yield was 
less than could be had on good grade bonds. 


Our Selections 


However, a majority of the stocks in this list are 
stocks of first-line companies or at any rate quite 
substantial companies. Also, most of them are not 
under any particular cloud of post-war “uncer- 
tainty.” So if there are further strong phases of 
the bull market coming, it is quite probable that this 
list as an entity will outgain the industrial average 
for the simple reason that, despite some individual 
exceptions, it’s a more speculative group than the 
Dow thirty stocks. This is not to predict that these 
stocks, individually or as a group, will get back to 
1936 or 1937 highs. Possibly some will in time; 
probably quite a few will not. 

Six stocks have been singled out for special com- 
ment on the belief that they offer solid investment 
promise in some cases and above-average specula- 
tive possibilities in other instances. Brief analyses 
of these follow. 

Best & Co. operates a large retail store on Fifth 
Avenue in New York and 13 smaller branch stores. 
Policy with respect to the number and location of 
the latter is flexible. The company specializes in 
women’s and children’s apparel, though some stores 
carry men’s clothing. There is emphasis on quality 
and style, but average price lines also are carried. 
Earnings of around $4 a share are not inflated by 
war influences, for a bit more than that was earned 
in the pre-war years 1936 and 1937. Best earned 
over a dollar a share in the bleak year 1932, $3.14 
in a year like 1934, $4.21 in 1936, $3.25 in 1938 
when the country was supposed to be in something 
of a depression. This stock is now priced at about 
10 times earning power per share, whether measured 
in terms of 1943-1944 or of 1936-1937. 































Representative Issues 
High 
19360r High Recent 1944 
1937 1945 Price Div. 
Anaconda Copper .... nu 69/2 34%, «323%, = $2.50 
Armour & Co. ..... oe . 13% 8% 7% — 
Air Reduction ... .. B62 48 443/, 2.00 
Allis Chalmers bse. . 83, 463%, 434, 1.65 
American Bank Note . .. S5Y2 28%, 24% 1.00 
American Locomotive . 58%, 34%, 33 1.30 
American Smelting mend O5%y =—4894— 46% 2.25 
Alpha Portland Cement . 3938-27 26'/4 1.00 
Barnsdall Oil 354 25 22 0.80 
Best & Co. . 72 44//, 41! 2.00 
Briggs Mfg. . 644%, 41%, 4044 2.00 
Caterpiller Tractor . 100 52g 50, 2.00 
Cluett Peabody . ‘ ; . 985, 40% 39% 2.00 
| Columbia Pictures 45 253% 23 0.50 
| Continental Can 874 432 42 1.00 
| Crane Co. .... . 54. NY 30h 1.50 
| Champion Paper .. 634%, 35% 32 1.00 
| Devoe & Raynolds A 76l/g 46/241 1.25 
| Dome Mines . a. 61Y_, 262 = 24", 1.50 | 
| Evans Products 407, 19g 16% 0.50 | 
| Federated Dept. Stores 46/4, 325%, 32% 1.50 | 
| General Electric . 644, 412 4142 1.40 | 
| Glidden .. ‘ x 5514, 282 27/2 0.90 | 
| Hamilton Watch 32 18% 18% 0.75 | 
| International Nickel . 13¥, 34%, 32% (a)1.60 
Marshall Field . gs 30% «21%, 20% 1.00 
| Motor Products . oe 43, 26! 25% 1.00 
New York Central 55/44 264%, 23% 1.50 
Republic Steel . 47/4, 24 22\/, 1.00 
Simmons Co. .... SB 38, = 3bl/g 1.25 
Spiegel, Inc. . . 28%, 15! 14\/ — 
U. S. Pipe & Foundry 72 423%, 40! 1.60 
U. S. Steel 1262 67g 63% 4.00 
Wheeling Steel 65 393%, = 3634 1.50 
Woolworth : 71 46)/, 44 1.60 
{a)—Less 15%, tax withheld at source for non-resident 
stockholders. 




















The indicated yield (dividend $2) is 4.82 per cent. 
Dividends have been paid in every year: substan- 
tially in fair years, and $3 to $3.75 in such good 
peacetime years as 1936-1937. Conservative long- 
term growth, as in the past, is likely. A larger and 
more modern main store will be built, on a Fifth 
Avenue site already purchased, as soon as possible; 
and the program of careful branch-store expansion 
will continue after the war. The financial position is 
strong, with current assets of $11.32 million nearly 
two and one-half times current liabilities. It is also 
unusually liquid, as cash items shown on the latest 
available balance sheet ($4.12 million) exceeded re- 
ceivables and equalled 60 per cent of receivables 
and inventories combined. This stock sold at 72 in 
1936 when its book value was $31.05 a share. Today 
with a book value of $40.36 and with potential earn- 
ing power greater than. ever before, when taxes are 
somewhat lowered, it sells for only 4114. In the 
writer’s opinion, it is undervalued. If it gets back 
eventually to the former bull market high, the 
appreciation would be around 74 per cent. 

Columbia Pictures sold as high as 5114 in 1936, 
in which year it earned $3.80 a share, on basis of 
present capitalization. Such earnings were then un- 
usual, for the past record had been somewhat in- 
different. The stock is now priced around 23, though 
earnings for the fiscal year ended last June 30 were 
$4.89 a share. Earnings for the past three years 
have averaged over $4 a share. Columbia is the 
smallest of the “important” motion picture produc- 


€ 
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ers, and the common stock is speculative. But what 
counts most in this business is the ability to make 
“hit” films and Columbia has its full share of hits. 
At New York’s Radio City Music Hall—the Car- 
negie Hall of the movies, Columbia Pictures fre- 
quently get the call; and the company has had three 
recent successes there in a row. One of them, the 
colorful and musically unusual “A Song to Remem- 
ber,” appears to be an extraordinary money-maker. 
As the capitalization is only $4,750,000 in serial 
notes, 75,000 shares of $2.75 cumulative preferred 
and 390,936 shares of common, one outstanding hit 
like this can make a substantial difference in earn- 
ings. 

In 1936, when the stock was much higher than 
now, Columbia had total assets of $13.52 million. 
Today they are $24.57 million. Then, net working 
capital was $8.98 million; now, $15.52 million. Then, 
book value was $26.87; now, $36.41. After allowing 
for prior obligations, the net quick assets equal over 
$17 a share or about 74 per cent of the stock’s 
present price. Conceding its speculative character, 
the issue has much merit. The present cash dividend 
is only 50 cents, but a stock dividend of 214 per cent 
is payable May 9 to stock of record April 24. 

Hamilton Watch, one of the best known names in 
the American watch trade, sold as high as 32 in 
1936, while peak earning power of that period was 
$2.75 a share. It is now priced around 19. Ideally 
suited to high-precision manufacture of certain types 
of war equipment, watch companies are in a posi- 
tion to ride out the war quite comfortably, while 
civilian demand for watches — to be served in peace- 
time — accumulates. If business after the war is 
anywhere near as active as most economists be- 
lieve likely, there should be a good period ahead for 
Hamilton Watch. Meanwhile, earnings last year were 
$1.39 a share, against 98 cents in 1943. 

The capitalization is 32,799 shares of $6 cumu- 
lative preferred and 386,585 shares of common. 
Since 1936 book value has increased from $4.71 a 
share to $9.52; total assets from $6.5 million to $10 
million; net working capital from $4.09 million to 
$5.13 million. Restricted by working capital needs 
for war work, the dividend is 75 cents. In fair past 
years it was $1.25, and in 1936 was $2. As a longer- 
term speculative-investment, the stock holds prom- 
ise. 


Federated Dept. Stores 


Federated Department Stores sold as high as 461, 
in 1936, compared with 3214 now. A rise to the 
1936 figure would be over 42 per cent gain. It can 
not be said that such an advance is at all assured, 
but on indicated values it would certainly be less 
extreme than prices already reached by many much 
more speculative equities. The company has con- 
trolling interest in the well-known Abraham & 
Straus store in Brooklyn, Bloomingdale Bros. in 
New York, Wm. Filene’s Sons in Boston, F. & R. 
Lazarus in Columbus, Ohio, and John Shillito in 
Cincinnati. Some two-thirds of the sales volume is 
in New York and Boston. These cities, and Cin- 
cinnati, are trade centers of above-average stability. 

Organized late in the 1920’s, Federated has paid 
some dividend in every year since 1931, payments 
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over the past ten years have ranged from $1.25 to 
$2.00 and present rate is $1.50. Earnings for the 
latest fiscal year were $3.50 or not so far above 
best pre-war figure of $3.10 in 1939. Under favor- 
able post-war conditions, following elimination of 
the excess profits tax, earnings might readily exceed 
$4 a share. The book value is $34.49, a very substan- 
tial build-up since 1936. Net working capital is 
$34.57 million and nearly half of it ($16.05 million) 
is represented by cash items. Priced at less than 9 
times present earnings and only 10.7 times earnings 
in the company’s best pre-war year, the stock ap- 
pears genuinely undervalued to this writer. The 
indicated dividend yield is 4.63 per cent. 


Motor Producis 


Motor Products is one of the few automotive 
stocks which seems rather reasonably priced in re- 
lation both to demonstrated past results and post- 
war potentialities. It sold as high as 4314 in-1936, 
compared with 25 recently. Earnings in the top pre- 
war year were $5.49 a share and $5 was paid in 
dividends. War-work profits, of course, are restricted, 
net having been $2.87 for the year ended last June 
30; and since present working capital needs are 
large, only a $1 dividend is now being paid. As the 
sole capitalization is 390,254 common shares, there 
is large sales and profit leverage per share. 

Under the conditions universally predicted for 
the automobile business after the war, this company 
should have some excellent years ahead of it. There 
are also substantial potentialities in its Deepfreeze 
division, manufacturing food freezer cabinets and 
equipment, in which Motor Products has been one 
of the most prominent pioneers. The financial posi- 
tion is sound, though current ratio of 1.4 to 1 is 
abnormally low due to heavy war work. Net working 
capital is $5.47 millions, cash items $11.44 millions, 
total assets $24.41 million. Book value is $22.69, 
against $17.59 in 1936. 

Simmons Company is the leading manufacturer 
of high quality mattresses, springs and beds. The 
stock sold as high as 58 in 1937, compared with 36 
recently. Recovery to the 1937 high would be an 
appreciation of over 60 per cent. Such a recovery 
would not seem extreme, assuming the bull market 
has considerably further to run. Peak pre-war earn- 
ings were $3.53 in 1936, when a $3 dividend was 
paid. With normal civilian business much curtailed 
and small margins on war business, net last year 


was $2.56, against $2.10 in 1943. Assuming some 
degree of tax relief, the company might earn over 
$4 a share after the war, aided by substantial de- 
ferred consumer demands. 

The Simmons capitalization is $9,505,500 of 
funded debt and 1,158,236 shares of capital stock. 
Financial position is sound. The net working capital 
is $20.5 million, whereof cash items are $9.1 million, 
and working capital ratio is 4.5 to 1. Book value is 
$21.12 a share, against $15.42 in 1936. 

Certain other stocks in the larger table have 
favorable prospects for longer-term appreciation, 
and have not been overlooked in previous comments 
or articles in this publication. They include the 
speculative Spiegel, Inc.; Wheeling Steel, Champion 
Paper, Allis Chalmers, Caterpiller Tractor, Glidden, 
Marshall Field and U. S. Pipe & Foundry, to men- 
tion only those which appeal especially to the 
writer. Others might well disagree both on choices 
and omissions. Of the stocks mentioned here and 
those briefly analyzed, the ones likely to hold up 
best in the event of an intermediate reaction are 
believed to be Federated Department Stores, Best, 
Hamilton Watch, Champion Paper, Glidden, Cater- 
piller Tractor and Marshall Field. The others might 
be available on reaction prices low enough to be 
worth waiting for. 

Interestingly, prices of the six selected stocks 
listed above, and no doubt of some of those con- 
tained in the larger table, have displayed better 
than average resistance during recent reactionary 
markets. All of the six selections have held near 
the year’s high, indicating below average market 
risk as compared with the rank and file of equities 
which in the past enjoyed greater market progress. 
Relatively smaller market risk, then, must be added 
to potentially greater enhancement possibilities of 
these selections though naturally, they are bound to 
ease off in a broadly declining market despite demon- 
strated superior power of resistance. But while they 
have farther to go on the upside, they are apt to 
be less responsive to declining market tendencies. 
In view of their past backwardness, this is but 
natural. 

If current reactionary markets continue, a good 
many more of those listed should come within profit- 
able buying range and it might be worthwhile to 
watch them for further price developments. They 
should offer above average speculative possibilities 
in future advancing markets, especially if proper 
timing in entering commitments is being observed. 
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Statistics on Six Selected Stocks 
(Figures in millions of $ except as otherwise indicated) 
*Highest Latest 
*Highest Sales Prewar Year's Net Total Book 
Prewar Latest Net Per Net Per Total Work. Cash Current Invest. Value 
Sales Year Share Share Assets Cap. Items Ratio Cap. Per Share 
Best & Co. . . 189 25.67 $4.21 $4.09 16.67 6.76 4.12 2.5 12.10 $40.36 
Columbia Pictures rae _.. $20.10 {37.09 3.80 4.89 24.57 15.52 2.46 RT 18.16 36.41 
Federated Dept. Stores 0... 110.10 170.90 3.10 3.50 75.10 34.57 16.05 45 63.80 34.49 
Hamilton Watch . poked Ste 10.03 2.75 1.39 10.00 5.13 1.22 2.8 7.10 9.52 
Motor Products . 20.20 51.90 5.49 2.87 24.41 5.47 11.44 1.4 8.90 22.69 
Simmons Co. ..... coon 44,36 63.78 3.53 2.56 40.00 20.50 9.10 4.5 34.10 21.12 
*—Of period 1935-1939. t—Gross revenue. 
1945 673 




















War-Time Savings = 





A Realistic Appraisal of 








—and its Relation to Postwar Buying Power 


BY £. A. 


Lh pmcalgpen of their magnitude, war-time savings 
have received considerable emphasis in discus- 
sions of the postwar economy, particularly with 
reference to the effect of such savings on consump- 
tion and investment. ; 


KRAUSS 


bearing upon economic developments during the 
transition and in the postwar period. These uses 
in turn will in part depend on ownership and geo- 
graphical distribution of savings, hence a probing 

into these important 





Hence it may be well 
to note that the full 
significance of war- 
time savings from 
this point of view de- 
pends upon their dis- 
tribution among dif- 
ferent income, occu- 
pational and_ geo- 
graphic groups. 
While accurate 
data are lacking, sur- 
veys undertaken by 
official agencies point 
to basic facts and 
trends which in spite 
of their tentative 
character should be 








relationships will be 
of great interest. 
The appended table 
shows the approxi- 
mate distribution of 
liquid assets, total- 
ling some $197 bil- 
lion, and the forms 
in which they exist, 
among the two prin- 
cipal classes, individ- 
uals and corporate 
business. By far the 
larger part, $130 bil- 
lion, is held by indi- 
viduals, a group 
which includes own- 
ers of unincorporated 


WARTIME DEPOSIT EXPANSION BY STATES 
PERCENTAGE INCREASES. @EC. 31, 1941 TO JUNE 30, 1944 





from Federal Reserve Bulletin 





of value in gauging 

postwar potentialities of existing savings accumu- 
lations. We know, for instance, that a substantial 
proportion of individual savings is attributable to 
owners of unincorporated businesses such as trades- 
men, farmers, professionals, etc. Such savings do 
not carry the same implications as those of other 
individuals, particularly with respect to postwar 
consumer spending. 

This article deals principally with savings of in- 
dividuals and the economic potentials that can be 
attached to them. Corporate savings, already dealt 
with in detail on previous occasions, will therefore 
be mentioned but briefly. 

In the period since the outbreak of the war in 
Europe, there has been an unprecedented growth 
in the liquid assets of both individuals and business. 
Demand deposits of individuals, partnerships and 
corporations which in September 1939 amounted to 
less than $30 billion, increased approximately 100% 
to $60 billion by mid-1944. Time deposits including 
savings bank and postal savings accounts increased 
by about $9 billion to $36 billion. Currency in cir- 
culation soared from $6 billion to $21 billion (it is 
now around $25 billion). The volume of Government 
securities held by individuals and business (exclu- 
sive banks and insurance companies) rose from 
$10 billion to nearly $80 billion. It goes without 
saying that the uses that may be made of these 
enormous accumulations will have an important 
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enterprises. The fi- 
gures represent liquid savings only. Gross savings 
of individuals, according to recent SEC estimates, 
considerably exceed the amount listed. They include 
other forms of savings such as equities in insur- 
ance policies, corporate security holdings, real es- 
tate holdings, debt reduction, etc. Altogether, the 
SEC estimates that total individual savings of all 
forms since 1940 up to last September reached the 
stupendous total of some $182 billion. These other 
forms of savings will no doubt play a part in deter- 
mining ultimate disposition of liquid savings; it is 
with the latter that we are mainly concerned. 
Practically no current information is available 
as to the ownership of time deposits and of cur- 
rency in circulation but it is believed that indi- 
viduals hold most of these assets and that business 
holdings are relatively small. Of currency outstand- 
ing, a goodly part is probably held by owners of 
unincorporated business. Some, perhaps a good deal, 
is being hoarded. A sizable amount is said to be 
used in financing black market operations or held 
to evade income taxes. Currency holdings no doubt 
represent the most volatile portion of individual 
liquid assets; perhaps roughly one-half of the $20 
billion total may have volatile spending potentials. 
Time deposits are now far greater than they have 
ever been and for the most part constitute genuine 
savings by individuals, representing the least vola- 
tile form of liquid assets with the lowest spending 
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potentials of the four principal savings media. 

Of the $46 billion Government security holdings, 
about half can reasonably be regarded as potentially 
volatile; that is such an amount may be converted 
into cash and spent within a relatively short period 
after the war. Such an estimate of course is neces- 
sarily wholly conjectural, since little is known about 
the distribution of holdings among the various in- 
come or occupational groups which might afford a 
basis for more accurate conversion estimates. 

As to spending potentials inherent in demand 
deposits, there appears to exist a good deal of mis- 
conception; we shall therefore go into it in consider- 
able detail later on. But first a word about geograph- 
ical deposit distribution. 


Regional Variations 


All sections of the country since the war have 
shown marked increases in bank deposits but there 
is considerable variation. Differences in deposit 
growth are reflected in the many geographic shifts 
that have occurred in our economy. States and re- 
gions which before the war were predominantly 
industrial have shown relatively smaller gains than 
areas more largely agricultural or dominated by 
smaller business enterprises. Thus in the Southern, 
Western and Mid-Western states, there have been 
proportionately much greater deposit gains than in 
the Middle-Atlantic and North-Eastern states. 
Areas identified with agriculture, metal manufac- 
turing or specialized industries such as shipbuild- 
ing and aircraft manufacture had by far the largest 
percentage growth. ; 

This is graphically illustrated by the accompany- 
ing map. Interestingly, the largest deposit expan- 
sion has been in the San Francisco and the Kansas 
City Federal Reserve districts while New York City 
banks and those in the Philadelphia district show 
the smallest rates of increase for any area. The 
variations in the growth pattern are most marked 
among the various states, as shown on the map. 
Some show deposit increases four to five times 
greater than others. The growth of deposits ranges 
from 30% for Vermont to 150% for Florida while 
the average increase for the entire country was 
65% for the 214 year period from January 1, 1942 
to June 30, 1944. 

Also, regional variations in deposit expansion 
have been much greater in demand deposits than 
in time deposits. Increases in the former varied 
among Federal Reserve districts from 70% to 250% 
while those that occurred in time deposits were all 
less than 100%. Only since early 1944 did expan- 
sion of time deposits exceed that of demand de- 
posits, indicative perhaps of a more serious saving 
intent in the face of a possible early ending of 
the war but probably also reflecting constantly 
rising income after taxes. Expansion of time de- 
posits, too, was more evenly spread throughout 
the country than the earlier strong growth in de- 
mand deposits. The regional pattern of currency 
expansion was roughly similar to that of deposits. 
Both, as was to be expected, more or less paralleled 
regional income growth. 

The conclusions to be drawn from the regional 
distribution of savings are obvious but subject to 
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qualifications. The accompanying map shows the 
centers of greatest deposit increases (though not 
necessarily of heaviest concentration) with corre- 
sponding postwar spending potentials. They are 
outstanding particularly in the principal agricul- 
tural and in the new industrial areas, regions which 
should afford correspondingly better postwar mar- 
kets. But the characteristics of deposit growth also 
give some clues as to the factors that will deter- 
mine postwar deposit shifts. If the diffusion of 
productive activity resulting from the war effort 
is continued into the postwar productive structure, 
if the relative balance of income among major 
economic sectors — agriculture, labor and industry 
—is not greatly changed, and if war-time shifts 
of population are not significantly reversed, then 
major deposit shifts are unlikely. 

Ultimate distribution of deposits depends on 
physical location of individuals and businesses, and 
on the “balance of payments” between the various 
sectors of our economy. As to the latter, industry 
after reconversion stands to gain at the expense 
of agriculture and individuals, especially if farm 
prices and wages should tend downwards. Once 
farmers and workers buy long-wanted goods and 
equipment, their balances are progressively trans- 
ferred to the merchant and manufacturer. The mer- 
chant restocking his inventory also transfers bal- 
ances to the manufacturer. The extent of deposit 
shifts, however, will greatly depend on the general 
level of prosperity and our postwar economic struc- 
ture as a whole. Some deposit loss from mushroom 
war production centers is a virtual certainty, due 
to prospective migration of workers and the fact 
that local industries there are not readily adaptable 
to peace-time production. 

It is generally assumed that the huge accumu- 
lation of savings will insure widespread demand 
for all sorts of goods, generating a substantial post- 
war boom. In approaching this prospect realistically, 
however, it must first be noted that far less than 
the sum total of existing savings will be available 
for consumer spending. 








Distribution of Liquid Savings as of MID-1944._| 


(in billions of dollars) 





Demand Time Currency U.S. Govt. 

Deposits Deposits Holdings Securities TOTAL 
TOTAL $60 $36 $21 $80 $197 
Individuals* 29 35 20 46 130 
Corp. Business** 31 1 1 34 67 








* Includes owners of unincorporated businesses. 
** Includes others." 

















Time deposits, for instance, are likely to stay 
where they are, at least on basis of past experience, 
and they might best be given a very low volatility 
factor. The same applies to at least half of the 
war bond holdings. The chances are that of all 
liquid savings of individuals, no more than about 
$50 billion will be subject to fairly ready postwar 
spending for consumer goods. Since a goodly part 
of currency holdings is probably in the hands of 
unincorporated business, that part is likely to flow 
back into enterpreneurial activity, proportionately 
reducing the amount available for consumer ex- 
penditures. As to the lat- = (Please turn to page 703) 
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Charles Phelps Cushing Photo 


By E. K. T. 


PREDICTIONS of the date of Germany’s fall coin- 
cide in Washington and in London and that is the 
reason so many high military personages have been 
dropping into the Capital for conferences on strategy 
in the war with Japan. Last Fall’s forecasts of an 
early win over Germany, and its disastrous after- 
math, has taken the high command out of the 
business of predicting publicly. But privately plans 
are being carried forward with a definite date for 
end of hostilities in Europe. The date: May 1. 





Washington Sees: 


Congress which little more than one month ago 
voted Henry A. Wallace out of spending and 
job-creating functions is about to vote him 
back in. 

Airports currently are favored as a source 
of post-war employment as well as a necessity 
to anil the burst of aviation activity certain 
to come with the end of hostilities. And Wallace, 
as Secretary of Commerce, is head of the Civil 
Aeronautics Administration which would be em- 
powered to bring into existence the network of 
flying fields. It was his testimony before a 
Senate committee that launched the idea of 
creating the expanded system of skyways in much 
the same manner as the Federal-aid highways 
were developed after World War 1. That inno- 
vation had much to do with raising the auto- 
mobile industry to new heights. 

The airport system to be built with Federal 
funds matching those of states which come into 
the plan would be a major influence on the rate 
of growth of civil aviation, particularly the manu- 
facture and use of personal airplanes. Billions 
would be required, but airport construction lends 
itself peculiarly to the use of manpower and that 
fact may be determinative. 

Landing fields multiplied in number since the 
outbreak of the war but almost all the new ones 
are designed for military purposes, each costing 
several times the amount of money needed to 
build for civilian use. 
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TRANSPORTATION is becoming again the weak 
spot in the national picture. That includes both 
freight and passenger service. Often considered but 
never attempted because of expected difficulties in 
administration, passenger tickets may yet be ra- 
tioned. Office of Defense Transportation has ex- 
pressed hope fuller utilization of Great Lake ships 
may be realized to ease overloading of railroad fa- 
cilities. Lake ships carry only about 60 per cent of 
their potential traffic until mid-June, ODT has found. 


MURRAY PLAN for legislation to insure 60,000,000 
post-war jobs is picking up support. The Montana 
Senator’s mail indicates many recognized economists 
are interested, some of them giving a degree of 
indorsement, if gingerly. Simply stated, the plan 
provides that the President shall include in his 
annual budget message an amount to provide public 
works to take up the slack between the estimated 
number of jobs private industry can provide in the 
ensuing year, and the 60,000,000-job goal. 


GROUNDWORK for the peace treaty is being care- 
fully laid and, in contrast with the position occupied 
by Woodrow Wilson at the close of World War I, 
Franklin D. Roosevelt definitely is in the driver’s 
seat. A world agreement within the framework of 
the Dumbarton Oaks understandings would have 
majority vote in the Senate today. Thirty-two Sen- 
ators come up for re-election in 1946 and unless a 
bad blunder is committed in the meantime, the 
President’s hand will be strengthened. Meanwhile 
clambering aboard the bandwagon goes merrily on. 


OFFICIALS of government with a penchant for 
writing and lecturing are about to have their by- 
product of office holding robbed of its profit. Men 
whose by-lines wouldn’t interest any publisher were 
it not for the fact that they have access to inside 
information are commanding high fees for magazine 
articles and speeches. Robbed of profit motive the 
practice wouldn’t be so prevalent, Congress thinks, 
and regulations are in process accordingly. Addi- 
tional objection entered by the solons is based on 
the fact that huge audiences are getting ex-parte 
presentations. 
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The bread-basket of the United States wasn't large “tt 
to feed the world adequately and none knew that better j 


than UN RR A's chief ;former Gov. Herbert Lehman. His published 
complaint against new food controls to protect the domestic 
supply was what newsmen call "a barney fight" -- strictly 


for the record. 














No section of the country will be immune from the food 
shortages which will become progressively acute. But the south 
will feel it first and most severely. Many of the staples which 
lend themselves best to shipping overseas are standard diet 
below the Mason-Dixon Line. 














The southland always politically conscious and largely 
in control of Congress won't be satisfied with the admini- 































































































strative checkrein on shipments. And that's no reflection on Leo 
T. Crowley who heads the new agency. He's not regarded by the solons ~ 
a free spender of other's assets. But nothing short of legisla- 
tion will be accepted. 

eak 

oth Yalt-erations on the Dumbarton Oaks plan which laid out the voting methods 

but to_be followed if that world organization comes into existence increases the woes 

phos of the State Department's public relations divisions. Emphasized was Russia's in- 

ioe fluence if not domination. 

. Business and industry will be asked to take over the job of educating the 

; of public in the needs, as the Department. sees them, of one large happy world family. 

nd. Archibald MacLeish has asked more than 100 national organizations, including some trade 

000 associations, to pitch in. 

8 Flow of propaganda material off the Government Printing Office press will 

of begin April 1. It will go to business, labor, religious, educational and financial 

lan associations. Next, the War Advertising Council will ask national advertisers to 

his devote part of their contracted-for space to interpreting Dumbarton Oaks to the 

dlic people. 

ted ee 

the Relaxation of government regulations standing in the way of civilian con- 

struction will be sought in advance of V-E Day. National Association of Real Estate 

re- Boards is the spearhead. The drive will shortcircuit W PB, land in the lap of 

7 Congress. 

YS Plea is that civilian construction cannot start off overnight in high gear. 

— Groundwork taking the form of gradual relaxing of limitation orders is claimed neces- 

ing sary. Cited is the fact that camp construction and building of military installations 

sa and war plants has dropped almost to zero. 

the : 

ile Food for the French and Belgians will diminish soon. Much of the supply 

on. provided by the United States actually was shipped out of England where it was 

for stored against needs of the invading American forces. But the calls were not up to ex- 

pectations and diversion to liberated countries was decreed. 

en . 

ore Supplies have dwindled and calls now are increasing as the footholds in 

ide Europe have become extended. Britain will be told to hold off -- Judge Samuel 

the Rosenman of the White House staff now is overseas to enforce that instruction. 

i Industries packing in paperboard containers will experience a tight third- 

on quarter supply despite the fact that WP Bis allocating 50,000 additional tons of 

rte woodpulp for their purposes. 
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: quarter stick. Magasin, ‘pook and Somesroial printers will sarrer a ite carter 

_ Squeeze while the dailies may again escape curtailment. Bue the savings won't even 
be sufficient to support increased military needs, let alone increase civilian 
- package stocks. ; 


"Wall Street speculative money" has re-appeared in the language of Washing-~ 








ton pureaucre cy. Paul A. Porter, youthful new chairman of the Federal Communications 
_ Commiss fon has warned broadcasters to prevent its entry into their field. 


: In the face of pending new developments in the art -- expansion of fre- 
quency modulation, television, facsimile, civilian walkie-talkie sets and other 
improvements -- Porter sees radio a magnet for speculators. 


Too much commercialism can retard broadcasting, counsels Porter with the 


ominous reminder that stations must serve the "public interest" or forefeit their 
licenses. That means more free time for educational and religious programs, less hours 


for sponsored programs. 








After giving private business stern warning, via the Selective Service Act, 
that returning veterans must be restored to their former jobs, Congress has rewrit- 
ten the rules insofar as government agencies are concerned, set a precedent which 


other employers probably may follow. 


A veteran job-claimant in the more recent view must have been a "permanent", 
not a duration employee. Instances were found where several men alternately went from 
the same job into uniform. How to restore all to the same position was the poser. 




















That problem is mot peculiar to government. It will confront private busi- 
ness. Congress views the first man who left (and created the duration vacancy) entitled 
to have his job back. Private business has direction, but not statutory guidance. The 


amendment affects only civil service workers. 


Concern over rise in land values is expressed by farm and labor spokesmen. 
Congress is being urged to check an inflationary trend. Paradoxically, the same groups 


are viewing realty prices with alarm are loudest in praise of the policies -that 


boost values of farm products. 

















Certainty that the war is over the hump and possibility that it may be near- 
ing its end has brought back memories of farm land inflation in World War 1 and the 
heavy losses that came with the Armistice. Price support will continue after the war 
ends. That hardly invites levelling off of land prices at this stage. 


Selective Service regulations to be effective after V-Day are nearing final 
form. Drafting will not cease but it will be confined to the 100,000 youths who, each 
month, reach the age of 18 years. Those in the older age brackets will have their 


cards permanently filed. 


War Department sees need for relatively few additional troops to clean up 
Japan. That means most of the millions now in Europe will end their military careers 
when Germany falls. The new young draftees will comprise the armies of occupation, 
fill in the gaps in the Pacific. 






































Experience has taught that men who have engaged in battle don't make good 
garrison troops. Front line discipline doesn't hold up when the tension is relieved. 
And the soldiers who have won the battle can't police the same territory without 


causing -- encouraging -- "incidents." 
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—As revealed by 1944 Earnings Reports 


BY GEORGE 


ye it is not yet possible to appraise final 
1944 results of all industrial concerns, sufficient 
figures have accumulated to develop both overall 
trends and more definable conclusions bearing on 
certain groups and their component companies. Par- 
ticularly clear is that with intensified military de- 
mand offsetting a decline in civilian output, pro- 
duction generally expanded, although profit margins 
ee to narrow and net earnings proved vari- 
able. 

The ability of our manufacturers to maintain a 
fairly reasonable level of earnings during the cur- 
rent war is noteworthy, considering the attendant 
handicaps of interrupted schedules, shortages of 
men and materials, price limits and above all heavy 
taxes. Management, however, continues in the battle 
on the home front with its back hard against the 
wall to resist increasing pressure from various eco- 
nomic forces which make themselves felt with tell- 
ing effect. In view of the many problems which 
have faced industry in the past year, the appended 
compilation of the National City Bank of New York, 
covering composite results reported by 715 manu- 
facturing concerns, is revealing. While this table, 
broken down into certain segments of American 
industry, does not reveal the whole story, it is suf- 
ficiently comprehensive as an index to the broader 
picture. 

Total volume of dollar sales achieved in 1944 by 
this representative group exceeded 1943 figures by 
about 11%. Final net earnings applicable to divi- 
dends, however, rose only 314%, reflecting the mul- 
tiple squeeze of rising costs on profit margins and 
the impact of EPT. It will be noted from the table 
that these average results were shared in different 
measure by the various industries comprising the 
list, net gains being shown by only 47% of the 
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groups listed while 53% actually fared less well 
than they did in the previous year. Sharply rising 
operating costs whittled down profit margins for 
concerns in certain lines of business to a point where 
expanded volume was of negative value. While in- 
creased cost of materials was generally experienced, 
factors of manpower shortage, advancing wages and 
inexperienced labor were naturally responsible for 
affecting costs last year more emphatically in some 
forms of enterprise than in others. Where volume 
did not expand appreciably, their impact on oper- 
ating costs was quite serious, and in all instances 
industry felt their insistent pressure. 

Until the end of the war, at least, and probably 
thereafter for some time, wage costs will continue 
to be a problem, although manpower supply should 
cease to be an important factor with the advent of 
the transition period. Reference to the statistical 
table will reveal that certain groups with minor de- 
pendence upon manpower, such as the producers 
of beverages, food and petroleum products show 
the greatest gains in net, whereas manufacturers 
of steel, tools, machinery, shoes and wearing ap- 
parel, requiring much skilled labor, lost headway 
compared with previous results. Individual state- 
ments, of course, reveal widely differing results 
among concerns in all these groups, as varying fac- 
tors of managerial skill, special opportunity, and 
reserve policies may strongly alter final net figures. 
In this connection it should be pointed out that the 
1944 figures in the table largely represent net be- 
fore renegotiation, whereas the comparable 1943 
results have mostly had final approval from Govern- 
ment sources. 

Experience acquired by management in figuring 
tax potentials during several years of operation 
under war conditions has led many to simplify 
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matters by voluntary reduction of profit margins 
on war production. General Electric is an outstand- 
ing proponent of this philosophy, having halved its 
normal operating profit when accepting government 
business, and numerous other concerns have adopted 
similar policies. While delays in renegotiation are 
frequently cut short by this process, it is neverthe- 
less a courageous step in meeting ever-tightening 
Government control of prices. 


Tax Cushion Works 


Between price pressure and taxes, manufacturers 
continue to struggle to produce results for their 
stockholders commensurable with the liabilities in- 
curred and the capital risks involved. But the cush- 
ion provided by the Excess Profits Tax has proved 
remarkably effective in stabilizing net profits. 

While percentages of relative net gains vary 
widely, their range is not as significant as might 
appear at first glance, in view of the consistent 
progress accomplished in maintaining reasonable 
profit levels. That such a goal could be reached, 
after deduction of tax reserves consuming about 
68% of pre-tax net, is very gratifying. As a matter 
of fact, relative reserves in 1943 were 2% higher 
although EPT rates in that year were 5% lower 
than in 1944. In both years, however, an 80% tax 
ceiling was in effect. Varying reserve policies of 
course frequently distort the true picture of net 


zreated tax problem attending wartime operations 
has tended to stabilize practice more or less. On the 
assumption that EPT taxes may terminate when 
the war is concluded, their current impact on earn- 
ings —in a sense —can be viewed constructively, 
as they both restrict and support a reasonable level 
of final expectancies for shareholders. 

Apart from taxes, however, it seems necessary 
to credit other factors with responsibility for sig- 
nificant differences in net profit results. Aside from 
previously discussed rising costs of men and mate- 
rials, the chief remaining important influence is that 
of operating cost control. This factor of course is 
highly dependent in its plus or minus effects on 
the always variable degree of executive skill, and 
under currently all-embracing Government controls 
over wages, prices and materials costs is the one 
weapon left with which to attack the trend toward 
narrowing margins. Technological improvements in 
machinery, the routing of work in process and wise 
adaptation of labor in the final analysis can brighten 
or dim every earnings statement, and under the 
stiff schooling of war production the trend toward 
better control of operating costs has permanent 
characteristics. 

Columns in the table showing relative percen- 
tages of earnings upon net worth are interesting 
for the extraordinary stability exhibited. On total 
net worth of the 715 concerns in 1943, amounting 
to $12,672 million, the earnings percentage was 8.9, 























results, but experience in struggling with the exag- whereas 8.8% was (Please turn to page 706) 
, | 
Summary of Manufacturing Earnings in 1943 and 1944 
Net Income is Shown after Depreciation, Interest, Taxes, and Other Charges and Reserves, but 
before Dividends—Net Worth Includes Book Value of Outstanding Preferred and Common Stock 
and Surplus Account at Beginning of Each Year. 
(In Thousands of Dollars) 

No. Net Income After Taxes Per Cent Net Worth Jan. | % Return 
of Cos. Industrial Groups 1943 1944 Change 1943 1944 1943 1944 
13 Baking $ 21,987 $ 20,347 — 75 $232,343 $234,846 9.5 8.7 
14 Meat packing 46,282 45,235 — 2.3 624,715 594,839 7.4 7.6 
54 Other food products 51,039 64,340 -+26.1 542,088 554,980 9.4 11.6 
33 Beverages 31,642 38,936 +23.1 246,375 259,512 12.8 15.0 
13 Tobacco products 49,646 47,565 — 4.2 483,770 497,998 10.3 9.6 
33 Cotton goods 21,614 18,339 —15.2 239,507 248,254 9.0 7.4 
39 Other textile products 32,997 32,746 — 0.8 334,619 359,701 9.9 9.1 
17 Clothing and apparel 9,351 8,454 — 9.6 91,645 95,005 10.2 8.9 
19 Leather and shoes 18,344 16,119 —12.] 208,140 212,610 8.8 7.6 
16 Rubber products 47,116 49,400 + 4.8 396,118 427,662 11.9 11.6 
20 Lumber, wood products 6,552 7,768 -+18.6 81,420 87,091 8.0 8.9 
31 Pulp and paper products 30,939 30,655 — 09 402,798 414,408 V7 7.4 
30 Chemical products 113,303 125,530 +108 1,093,318 1,168,690 10.4 10.7 

8 Drugs, soap, etc. 30,102 29,017 — 3.6 184,639 201,972 16.3 14.4 
10 Paint and varnish 8,275 8,887 + 7.4 119,042 120,040 7.0 7.4 
16 Petroleum products 61,950 80,156 +29.4 - 757,831 805,555 8.2 10.0 
21 Stone, clay and glass 28,144 26,020 — 7.5 333,438 348,888 8.4 75 
27 Iron and steel 179,541 170,582 — 5.0 3,274,445 3,322,106 5.5 5.1 
11 Agricultural implements 53,128 50,969 — 4.1 611,085 632,666 8.7 8.1 
19 Bldg., heat., plum. equip. 13,382 15,075 -+12.7 163,982 169,594 8.2 8.9 
24 Electrical equipment 55,952 63,260 -+13.1 545,703 574,855 10.3 11.0 
20 Hardware and tools 12,180 9,106 —25.2 72,880 77,417 16.7 11.8 
58 Machinery 35,955 34,176 — 49 246,379 260,648 14.6 13.1 

9 Office equipment 13,697 15,501 +13.2 130,342 133,304 10.5 11.6 
65 Other metal products 77,765 79,017 + 1.6 593,433 650,817 13.1 12.1 
40 Autos and equipment 35,542 38,272 + 7.7 256,369 282,755 13.9 13.5 

8 Railway equipment 16,369 17,135 + 4.7 164,047 165,169 10.0 10.4 
47 Misc. manufacturing . 20,255 20,291 + 0.2 241,191 246,009 8.4 8.2 
715 Total manufacturing $1,123,049 $1,162,898 + 3.5 $12,671,662 $13,147,387 8.9 8.8 
Source: National City Bank of New York. 
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BY J. S. 


| i pesaeie World War I and in the brief period of 
commodity inflation which followed, money rates 
were allowed to skyrocket. Call money advanced 
from 114% in 1914 to 25% in 1920, commercial 
paper rates from 4.40% to 7.84% and time loans 
from 2.79% to 8.72%. In keeping with the old- 
fashioned idea that raising the rediscount rate 
would have a‘ remedial effect (actually it was like 
adding fuel to the flames), the Federal Reserve 
rediscount rate was advanced from 4.50% to 6.50%. 
Bond prices dropped and the average yield on high 
grade corporate issues advanced from 4.73% to 
6.18% (the same index now stands at 2.69%). 








| | 

| The Downtrend of Bond Yields 

s | 

Recent 1944-5 | 

Yields Range 

| Taxable Governments: | 

| Long Term . a - 232%, 2.42-2.30% | 
Intermediate 1.70 1.94-1.70 

Short Term . 1.13 1.20-1.11 | 
Municipal Tax exempt) 1.64 1.96-1.64 
High Grade Industrial Bonds 2.49 2.61-2.49 
High Grade Rails =A 2.85 3.08-2.85 
High Grade Utilities 2.57 2.67-2.57 
Preferred Stock Yields 3.75 4.10-3.75 
High-Grade Common Stock Yields 4.33 5.11-4.33 

















The reasons for this situation are now fairly ap- 
parent. The Federal Reserve System had just been 
set up and its powers were experimental and untried. 
It was designed largely to iron out seasonal and 
short-cycle fluctuations in money rates rather than 
to cope with the financial upheavals of a world war. 
It followed the safe, traditional policies used by 
governments and central banks in Europe, even 
though these practices had already proved useless 
and inadequate time and again, since they dealt only 
with surface phenomena of the money market 
rather than basic causes. 

The controls set up by Washington over com- 
modity prices proved inadequate; production of ci- 
vilian goods competed with munitions manufacture; 
and the regulation of corporate profits was left 
largely to postwar litigation. Thus the Government 
and the banks competed for savings funds and as 
public buying power was not greatly curtailed, the 
interest rates on Liberty bonds had to be raised to 
meet other rising money rates. 

During World War II the Administration has 
maintained a much firmer grip over economic con- 
ditions and more effective banking controls, and 
close regulation of consumers goods production has 
helped to channel public savings (either directly or 
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through institutions) into government bonds. Thus 
while the general background of public credit ap- 
peared weaker (due to the deficit financing of the 
1930s) than at the beginning of World War I, this 
factor has not thus far played an important role. 
The huge government spending and the rapid-rise 
in the national income have been admirably handled 
and much of the money has traveled in a circle, 
back into the government’s hands. 

This system cannot be maintained indefinitely, 
of course. A huge amount of purchasing power, 
latent in the large amount of money in circulation 
and the rapidly mounting totals of bank deposits 
and government bonds outstanding, is being dammed 
up. Thus far the dam has held and it will doubtless 
continue to hold until after the war. Perhaps gov- 
ernment controls will remain strong enough im- 
mediately after the war to hold the flood in check. 
But as soon as inflationary and production controls 
are eased, or disregarded due to waning patriotism 
or political pressures, the monetary situation may 
reverse itself and the long period of declining money 
rates may come to an end. As to how far in-the 
future, and under what political and economic con- 
ditions, this may occur, is difficult to forecast. 

For the present, there is no indication of such a 
reversal. Economists and students of the money 
market who from time to time have forecast a 
hardening of the bond market, have been disap- 
pointed. Savings banks deposits, postal savings and 
life insurance assets have continued to increase 
month after month during the past year. With bond 
financing limited almost entirely to refunding oper- 
ations, “new money” corporate financing in the 
United States in the last two years aggregated only 
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drying up due to lack of building, and institutional 
funds are largely forced into government bonds. 
This has led to talk of lower coupon rates or longer 
maturities, for medium and long term bond offer- 
ings in the next government bond drive scheduled 
to start May 14th. The Treasury has not denied 
these rumors and will doubtless take market condi- 
tions into account in formulating its program. Yields 
on taxable Government bonds and other high-grade 
securities of various types have been at new lows 
recently, compared with the 1944-45 range, as shown 
in the appended table. 


After the war it may prove necessary to rely 
still more heavily on commercial banks for carrying 
the burden of Government debt financing. Even if 
the Government should miraculously balance the 
budget, the huge amount of sliort term paper out- 
standing, as well as the possible tendency for hold- 
ers of “E” bonds to “cash in” in order to buy long- 
wanted consumer goods, will probably mean increas- 
ing resort to commercial bank financing, which is 
considered inflationary by many banking authorities. 
This tendency may result in financial headaches for 
the postwar Administration, and increase the dan- 
gers of a reversal in monetary trends. 

Under legislation passed by Congress to cope with 
the 1933 bank crisis, and renewed from time to 
time, the Government has vast powers to deal with 
monetary problems and any threatening financial 
debacle could probably be staved off. Nevertheless, 
the country must eventually pay the penalty if 
debt financing continues indefinitely into the post- 
war period. The President’s insistence on main- 
tenance of 60,000,000 jobs after the war, while 
praiseworthy from a social standpoint, may make 
for still greater eventual inflation in government 








Selected Bonds of Varying Grades 








Approx. Yield 
Price 1944 Call. Current to 
About Range Price Income Maturity 
HIGHGRADE BONDS 
u. $. 7 E War Bds. — a _ _ 2.90% * 
Penn. R. RE | 120-109 ics 3.66% 2.97 
Atchison - Ts oi 7 me 130-119 N.C. 3.04 2.81 
Armour & Co. Ist 344/64__-____ 105-103 105 3.07 2.82 
Brooklyn Union Gas Gen 3,767 108% 108-106 105/72 3.21 2.96 





MEDIUM-GRADE BONDS 
Twin City R T Coll. 4s/64._-_ 103 101-100 104/. 3.86 3.75 
Pere Marquette (new) 334/80. 100 _ 104% 3.37 
are Gas & Fuel Ist & Coll. 
103-93 10l'/. 3.90 3.76 


4/56. 

Louisville & Nashville Ref. 3%, 

__ fplnese RRR 108-94 105 3.54 3.50 
Calif. Elec. Pr. Ist 3!/2/68_____. 109 R i 
SECOND-GRADE BONDS 


Portland Gas ; Coke Ref. a 101 
Power Corp. of Can. Cv. 
































4'/2/59 103-93 105 4.34 10 
Lovisiana & Arkansas Ist 5/69. 103 106-94 103 4.85 4.79 
N. Y. Central Cons. 88 87-59 N.C. 54 9 
Amer. Mach. & Metals Deb. 

4'/2/59 102 _ 103 4.41 4.32 
SPECULATIVE BONDS 
Hudson Manhattan Ref. 5/57. 70 73-56 105 7.14 9.15 
B & O Ref. 1-5/5. 78 74-41 105 6.43+ _ 
Lehigh Valley Cons. 4s/2003__ 57 51-33 100 7.03 _ 
Standard Gas & Elec. 6/51 102 100-87 102 5.90 $ 
American & Fgn. Pr. Deb. 

5/2030 98 97-87 107'/2 5.49 5.50 
DEFAULTED RAIL BONDS 
Missouri Pac. Ref. 5/77_________ 80 75-57 oa _ _ 
Chic. Milw. & St. Paul 5/75 84 70-46 _ _ _ 
Chic. Rock Island Ref. 4/34... 53 52-36 os _ _ 
New Haven er 2 66-48 _ oo —_ 
St. Louis San Fran. 4/50. 56 50-33 — — _ 








*if held to maturity. 
Based on 5% total payment (1% fixed, 4% contingent). ¢Recap. Plan. 
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paper, if debt mounts to unwieldy heights. A rise 
in money rates, simultaneously with a rise in the 
debt, would be doubly bad. 

For that reason, the government will doubtless 
make every effort to control money rates in the 
postwar period. It may be able to do this for a time 
by taking over the traditional functions of the 
private banking system for financing industrial 
expansion in consumers goods lines (just as it has 
financed factory construction for munitions produc- 
tion during the war). Under such conditions, money 
rates might be held pretty well in hand despite 
possible difficulties over refunding of short term 
debt and “E” bonds. Nevertheless, the pendulum 
should eventually swing back toward private control 
over business, and that will be the period of great- 
est danger for money rates. 


No Early Rise In Money Rates 


Summarizing, it is impossible to forecast just how 
soon money conditions will get “out of hand,” re- 
sulting in a rise in money rates. Over the near term 
future there seems little danger of any loosening 
of the controls and the Government will probably 
adjust the Federal Reserve machinery to cope with 
the increasing strain on commercial bank reserves. 
Congress even now is being asked to change reserve 
requirements. There may be some minor danger to 
the bond market in the attendant discussion of 
monetary problems but it probably will not affect 
prices very much. 

Under recent bond market conditions, just as high 
grade corporate bonds have been narrowing their 
“spread” over Governments, so the spread between 
high grade and second grade issues has been rap- 
idly closing. Recently new offerings of utility bonds 
with an “A” rating have appeared on a 2.70% basis, 
which would have been startling a year or so ago. 
Following is a comparison of average bond yields in 
1945 with 1938 figures, showing how weaker issues 
have been catching up with high grades, because 
of the insistent institutional demand to bolster 
earnings: 


1938 1945 
Comporate Al+ .......2.: 3.20% 2.67 % 
Copperate Al. .ncncssvvcs 3.51 2.75 
Comperete Bo} cic sewcses 4.40 3.04 
Corporate Bl+ ........5; 5.57 3.14 
Comperate Bi. gece ccs 7.54 4.23 
eo > eee 10.07 4.57 
Spread between Al+ 
OS” rr 6.87% 1.90% 


The improvement in second grade bond prices 
has been most notable in the case of railroad issues 
with their greater “leverage” and the remarkable 
recovery in earning power due to the war Thus 
the spread between yields on highest grade and 
lowest grade interest-paying rails was 8% in 1938 
but is now only 1.86% (the yields on B bonds 
having shrunk from 11.60% to 4.71%). Industrial 
bonds come next, the spread having dropped from 
6.95% to 1.77%. Utility bonds’ spread was only 
5.73% in 1938 and is now 2.01%. These averages 
do not of course include (Please turn to page 704) 
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be maintain a satisfactory dependable income 
from security investments and to protect — if 
not enhance — capital values in the face of con- 
stantly changing conditions has alwavs been a nri- 
mary investment consideration. In this era of rapid 
and frequently profound shifts in outlook — with of- 
ten incisive repercussions on investments — the need 
for watchfulness hardly requires emphasis. More 
than ever, investors must be alert, must keep posted 
on trends and developments to guard against risks 
and take advantage of opportunities. Methodical re- 
view and judicious stock-taking is indispensable for 
investment success. 

Equity values are never static. Even under normal 
conditions, changing circumstances can affect the 
investment status of securities in an entire industry. 
It is doubly true today as we head into the decisive 
phase of the war in Europe and approach the drastic 
economic changes that will inevitably follow the 
war’s end. To keep informed and prepared against 
contingencies has always paid off. It will be no less 
so in the period of uncertainty which will mark our 
final passage through war to peace. 

It is to serve this need for watchfulness that the 
Magazine of Wall Street presents its Security Re- 
Appraisals and Dividend Forecasts at six months’ 
intervals in addition to its regular coverage of eco- 
nomic and industrial developments of importance 
to investors. To make this service of maximum use- 
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PART V 


Prospect and Ratings for Electrical, Office, Farm and 
Rail Equipments—Radio Companies— Miscellaneous 


fulness to readers who collectively own shares in 
many hundreds of corporations, and especially to 
permit convenient comparative evaluations of hold- 
ings, we have endeavored to present as concisely as 
possible the most pertinent information and ratings 
on the maximum possible number of companies. 
Each tabulation is preceded by an amply extensive 
analysis of the position and prospects of the respec- 
tive industry. When studied jointly and carefully, 
we believe that the material offered constitutes the 
most practical and useful “‘bird’s-eye” view that can 
be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks — 
the last column in the tables, preceding comment — 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; B—, Medium; C+, Fair; C, Marginal; while 
the accompanying numerals indicate current earn- 
ings trend thus: 1— Upward; 2—Steady; 3— 
Downward. For example, Al denotes a stock of High 
Grade investment quality with an Upward current 
earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded 
as having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should, of course, be timed with the trend and in- 
vestment advice regularly offered in the A. T. Miller 
market analysis in every issue of this publication. 











Postwar 
Outlook 
for 


Radio 


Companies 


BY STANLEY DEVLIN 


HE Radio Industry, as we 

know it today, was born of the 
first World War. True, prior to 1914 it was a scien- 
tific curiosity with limited application, but the war 
stimulated research in this phenomenon with the 
result that by 1922 a few amateur operators took 
music from the air. Almost immediately public in- 
terest was aroused, and a multi-million dollar in- 
dustry was on its way. 

It has often been said that history repeats itself. 
Rarely has the repetition followed quite so closely 
upon the heels of the original event as in the in- 
stance of radio. The present war has again stimu- 
lated research with further startling results. While 
up to recently, radio could be heard, it now will be 
possible not only to hear it but also to see it. 

The latest developments will not immediately be 
available to the public upon the return of industry 
to peacetime conditions but rather they will be in- 
troduced gradually as current wartime products are 
refined for general public presentation. 

Probably the first postwar radio product will be 
a somewhat modernized version of the older models 
which were in vogue up to 1941. This will mostly 
be for replacement of civilian instruments that have 
deteriorated during war years. 

As of January 1945, it was estimated that there 
were some 30.5 million radios in American homes, 
an indicated excess of about 2.5 million instruments 
over the number of homes wired for electricity or 
in other words, many homes had more than one set. 
What was not indicated was that of this number, 
probably less than 60% was fully operative and 
practically all of them were more than four years old. 

From experience it can be said that any radio set 
over four years old is an easy candidate for replace- 
ment; especially if the newer equipment is basically 
superior to the old product. Accordingly, it would 
seem that there is an immediate potential market 
for at least 15 million new radio sets and probably 
closer to 25 million. Even at an average price of 
$25 per unit, potential replacement sales would be 
around $625 million and if the average was to be 
$100 a unit, potential sales would be in excess of 
$2,500 million. Just before the war, sales of 9 mil- 
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lion units were considered to be a big year. 

Prior to the war, the tendency was toward in- 
creasing unit sales and decreasing unit prices. If 
there were no basic improvements in sight, the 
trend might be expected to continue into the post- 
war period. There are, however, several basic im- 
provements coming and they are such that it will 
be necessary to have either a new instrument to 
enjoy each of them or a combination instrument 
which will permit use of them all. In either case 
the instruments will be of much higher than pre- 
vious average cost and will increase the prospects 
of dollar sales for the industry proportionately. 

The two major improvements in prospect are 
frequency modulation and television. Frequency 
modulation is an advanced method of receiving sound 
broadcasts which eliminates tone distortion, atmos- 
pheric disturbances known as static, and unwanted 
interference from nearby transmitters or others 
operating at close to the same frequency. A fre- 
quency modulated broadcast cannot be received by 
the regular broadcast receivers in use today without 
the use of an adapter which prior to the war sold 
for around $65 per unit. Yet the results obtained 
from frequency modulation are so superior to those 
obtained from older types of receivers that new 
instruments are practically a “must” after the war. 

Television will give a visual presentation of dis- 
tant events. Thus it will be possible to broadcast 
plays, historical events, games and the many day- 
to-day happenings that have popularized motion 
picture news reels, newspapers, picture magazines, 
etc. 

Just recently the largest manufacturer of radio 
equipment exhibited one of its postwar television 
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home receivers. This instrument will feature a sur- 
face treated plastic screen, 16 inches by 21 inches, 
a spread considerably larger than a single page of 
a tabloid newspaper and nearly equal to a standard 
newspaper page. Such a screen will be more than 
five times as large as any previous reflection used 
in television and will remove one of the main ob- 
jections to the older types. 

The entire apparatus is built into a cabinet not 
much larger than present console types of broadcast 
receivers mainly through the use of an ingenious 
optical system of lenses. Automatic controls hold 
the image in frame and eliminate visible interfer- 
ence from atmospherics and man-made electrical 
disturbances. 

Prices will range from $150 for a table model to 
$395 for a deluxe console model which would em- 
body not only the most advanced type of television 
set but also provisions for frequency modulation and 
standard broadcast reception. 

With human curiosity being what it is, the even- 
tual demand for devices through which the public 
can both see and hear what goes on throughout the 
world, should be even greater than the rush to buy 
the barely audible instruments during the first 
decade of the radio industry. That these events 
eventually will be presented in full, natural color 
only adds to the potentialities. 


Latest developments in other directions also add 
to the favorable longer term prospects of the radio 
industry. Portable two-way radios perfected as the 
now well-known “walkie talkie” have extensive pos- 
sibilities in many fields of activity after the war. 
Various types of electronic devices — of which the 
radio instrument is only one — will find many profit- 
able applications aside from their military use, and 


the manufacture and sale of electronic tubes of all 
sorts should furnish considerable additional revenue 
to the industry. How much this revenue might 
amount to can be gathered from estimates of pro- 
ductive capacity of the electronic industry which 
is now in the vicinity of $250 million monthly. 

While not an electronic product in the strictest 
sense of the word, electrical phonographs will add 
another substantial volume of business. These in- 
struments are sold either separately, as an adapter 
to broadcast sets or in combination with a radio set 
which permits interchangeable operation of either 
unit. Since none of these instruments or combina- 
tions will sell in the low price field, dollar volume is 
likely to be sizable even if percentage profit margins 
are relatively low. In a few instances, radio manu- 
facturing companies also make phonograph records 
and thus are in possession of a large “repeat” busi- 
ness. 


New Fields of Application 


One of the outstanding developments in the radio 
industry during the war has nothing to do with 
the entertainment field. It is the application of elec- 
tronics in the industrial and therapeutic field, only 
in the laboratory stage in 1939 but under the im- 
petus of wartime necessity, greatly perfected. 

Through the application of controlled radio waves 
it is possible, for instance, to heat-treat plastics, tin 
plate steel, weld, anneal or temper both ferrous and 
non-ferrous metals, etc. A modification of the same 
force will precipitate dust and pollen from the at- 
mosphere, kill germs and insects, accurately match 
colors, start and stop motor driven apparatus, detect 
vapors and gases, control (Please turn to page 708) 
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Hazeltine Corp. 12.55 3.27 3.49 


1936-39 1936-39 
Book Avge. 1943 1944 Avge. Price 

Value Net Net Net Div. 1944 Earn-__Invest- | 
per per per per per Div. ings ment COMMENT 

Share Share Share Share Share Paid Ratio Rating 
" In additi to radios, Crosley makes refrigerators, | 
Crosley Corporation $22.84 $1.90 $4.94 $6.05 $0.31 $1.00 5.7 C+2 Hobe oe gia Baa ecm. Weaadeadion alan. | 
and is building television station. | 
Emerson Rad This is leading egg vid of esses le cg _ | 
F Post | ati tele- | 
& Phono. 8.82 0.52 I.5I(f) 1.82) NA 0.70 12.1 C+2 vision, ‘phonograph and “wa: | 
Farnsworth T. Holds oy basic pa oe. Makes high priced a 
H : ations un n name apehart an | 
& Radio 3.64 (a) 0.66(b) 0.72(b) Nil Nil 20.1 C1 Panamesic; olso sunnulnchores for others. | 


4.10(e) 3.37 2.25 7.6 


c+ Primarily a patent holding corp. with basic patents 


covering most radio circuits. Nearly all manufac- 

















turers are licensees. Also manufactures equipment. 
| xPhilco Corp. 15.28 0.44 2.60 2.85 “ 0.50 1.26 11.9 B2 Normally does about 20% of total radio business. 
Price ranges from medium to high. Radio-Phono- 
araphs, retrigerators, storage batteries, etc. improve 
line. s 
Radio Corp. na , ze 4 32 ; “a r oe | % ). “7 2. 2 The leader in ‘the industry. Owns Nat’! Broadcasting 
_ — om One 0.3 0.51 al 0.10 0.20 22.5 C+2 Co., Victor Phonograph, R.C.A. Communications, etc. 
Television sets in production since 1939. Largest mfr. 
th Mfa. 19. i z 17 Nil i J Mainly a manufacturer of radio tubes and numerous 
Raytheon 9 36 0.29 2 80(c) 10. (<) Nil 18 C+I electronic devices including rectifiers and other tubes 
Holds many important patents. 
Stromberg-Carlson om = the oldest in the a igen gps 
telephone equipment, electrical devices and radio 
Co. : 23.28 0.34 2.51 3.00(e) 0.15 0.75 6.2 C+2 sets. Radios are quality products in high price field. 
xZenith Radio Corp. 18.32 2.48 3.06 .63 b 1.00 1.00 10. Manufactures a wide line of radio sets ranging from 
” (b) 3 0 0 0.9 C+ high priced combinations to low priced table models. 
Frequency modulation and television are part of line. 
(a) Reorganized in 1938. Avg. figures not computable. (b) Fiscal year Apr. 30. (c) Fiscal year May 31. (f) Fiscal year Oct. 31 
(e) Estimated. NA—Not available. 
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The pent-up demand for household units will be tremendous. 


Electrical Appliances Face Wide Competition 


aT 8. F. FRAVIS 


AST year the electrical industry produced ap- 

proximately $9 billion worth of products, 5% 
more than in 1943. The bulk of this output served 
purposes of war and war production; output of home 
appliances for civilian use remained insignificant. 
Permission to resume limited manufacture of a few 
items such as electric ranges and irons for civilian 
trade brought only disappointing results, due to 
shortages of materials and manpower, so that only 
a fraction of such schedules was completed. With 
the recent tightening of the “spot reconversion 
program,” the outlook for any early expansion, or 
even complete fulfillment of these schedules is 
doubly clouded. 

However, the vital importance of the industry to 
_ modern warfare continues to provide both large 

and small concerns with substantial volume which 
in turn is giving rise to satisfactory profits despite 
tax pressure and rising costs. Thus 1944 earnings 
for the most part were well maintained with any 
wide variations in operating income largely absorbed 
by excess profits taxes. Over the nearer term, profits 
of the industry as a whole should hold up well, 
justifying maintenance of current dividend rates. 

Investor esteem of electrical equipment shares 
however is predominantly based on postwar poten- 
tials, admittedly excellent: due to enormous backlogs 
of deferred demand in virtually every division of 
the industry. The transition period to peace-time 
production will generally be short although recon- 
version problems vary. Heavy equipment makers 
have virtually no changeover problem; their shift 
will be one of markets rather than of products, for 
the most part. The problem is more complicated 
among appliance makers who in converting to war 
work were frequently forced to revamp their entire 
productive set-up. On the whole, a lag of three to 
six months is anticipated in getting civilian elec- 
trical goods into production with refrigerator mak- 
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ers, in particular, facing a six months delay. The 
postwar level of business may be greatly under 
wartime peaks but operations should be well above 
the best prewar rate. Divergent trends, however, 
must be expected among the numerous lines. 

Then there is the factor of competition. With all 
the seemingly glamorous prospects which are ex- 
pected to unfold for appliance makers in the post- 
war era, it is not surprising that we witness even 
today the makings of a competitive scramble that 
in the long run may considerably temper enthu- 
siasms. Far from being confined to established man- 
ufacturers of electrical goods, the competitive fever 
is spreading to a swarm of large and small con- 
cerns essentially in other and sometimes wholly 
unrelated production. The urge towards diversifi- 
cation, the desire to utilize surplus capacity and 
above all the lure of an immense market that can 
be readily exploited without any considerable capi- 
tal investment has led to extensive planning for 
its invasion. 

To cite but one example, house wives intrigued 
with the convenience of home freezer units will be 
confused in their selection by the prospect of being 
offered no less than 92 different makes of this 
device. The situation promises to be similar, though 
in varying degree, in virtually every appliance field 
but particularly in respect to more simple gadgets 
such as toasters, fans, heaters, electric shavers, etc. 

Little wonder, then, that manufacturers with 
postwar aspirations in the home appliance field, and 
also old-line members of the industry, have started 
vying in earnest for dealers to handle their lines. 
A good many of the nation-wide dealer organiza- 
tions have broken up when manufacturers turned 
exclusively to war production, leaving the dealers 
nothing to sell. And in due time, the scramble for 
dealers will be followed by the scramble for sales. 
As a result, future profit margins will probably be 
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narrower than those obtained on current war volume 
in a good many instances, reflecting the importance 
of the price factor in future competition. 

Established manufacturers, particularly the more 
prominent ones which have managed to keep their 
dealer organization intact, are bound to enjoy a 
considerable competitive advantage. Newcomers at- 
tempting to enter the field on the other hand may 
experience great difficulties in distribution. To solve 
some of these problems, there is now a distinct trend 
towards multiplication of sales outlets, with indi- 
cations that postwar appliances may be handled by 
drug stores, tobacco shops, variety stores and even 
by so-called ‘one price” stores. Ability to achieve 
volume and control costs will decide the coming 
battle among manufacturers, and the odds are 
strongly in favor of established concerns. Well fi- 
nanced newcomers, however, may prove serious 
competitors. 

The broad scope of the electric equipment in- 
dustry embraces so many categories, each with 
special factors bearing upon its outlook, that limi- 
tations of space preclude more than cursory con- 
sideration of them. In the field of heavy generating 
equipment, the immense resources and skilled talents 
of General Electric and Westinghouse have en- 
trenched them solidly in this highly specialized 
field, although Allis Chalmers enjoys a fair volume. 
War-stimulated demand for power has greatly in- 
creased generating capacity to a level exceeding 
50 million kw. at present. Although it is hoped 





that farm electrification and generally broadened 
civilian demand will importantly offset slackening 
demand for current in war factories as military 
needs decline, and the utility companies plan long- 
range expansion to cost a billion dollars during the 
next decade, demand for heavy equipment should 
be light for the next few years from these sources. 
In contrast, definite plans are under way which 
promise a very substantial output of new motive 
power for the railroads, such as diesel electric loco- 
motives in which these large electric manufacturers 
are already heavily committed. Besides, export de- 
mand for all types of heavy equipment should be 
quite large. 

In the field of household appliances, domestic re- 
tail sales in 1941 approximated $2 billion. With 
nothing but prewar inventories to draw upon since 
then, and with obsolescence as hard at work as 
ever, the potentials for postwar demand are strong, 
as has been previously pointed out. Optimists figure 
that 24 million families in the country are waiting 
to buy at least one electric appliance. Other enthu- 
siastic prophets estimate deferred demand as fol- 
lows: Refrigerators 10 million units — washing ma- 
chines 6 million — vacuum cleaners 614, million — 
irons 1614 million—toasters about 8 million — 
electric ranges 14 million. However, manufacturers 
conservatively shave these estimates considerably, 
and investors would do well to follow their example. 
While anything approaching such extensive demand 
might support prices for (Please turn to page 708) 


























Position of Leading Electric Equipment Stocks 



























































1936-39 1936-39 
| Book Avge. 1943 1944 Avge. Price 
| Value Net Net Net Div. 1944 Earn- _Invest- 
| per per per per per Div. ings ment COMMENT 
Share Share Share Share Share Paid Ratio Rating 
i 3 _  — io ma H 1 backlog war orders. Expects ample 
xApex Electric Mfg. 30.43 2.06 2.39 2.50E 0.46 1.00 9.5 C+2 peactlltne velme. fem wailing  moshill, 
vacuum cleaners. Dividend amply earned. 
2071 200 148Se 222%. Of oor a Gl heres Maintainin satisfactory volume. Well entrenched 
Mad S Decker tig. ane 2.00 1.68Se 2.23Se 0.81 2.00 W.6 C+I in ane tool field. Postwar prospects good. 
Financial position sound. 
i i P re . 452  070lae) 165  B2. WwW ll established in home appliance field. Re- 
wChicago Flexible Shaft... 13.02 7.23 2.04 2.17 4.53 0.70(a) 16.5 B2 peace prot 5 Mee fight. Good prewar record 
and postwar outlook favorable. Dividend secure. 
- 8 3 shn 50. > ¢ Important maker of electric control equipment 
Cutler-Hammer ow 16.33 1.21 2.54 2.66 0.84 1.50 10.2 C-+2 jmp cut cay of nameal. ener Gane 
; Good prospect postwar sales. Fair dividend 
payer. 
i La t producer electric equipment. Plans _post- 
General Electric a 14.22 «153. 1.56 1.76 1.55 1.40 235 Al a ae elapse seneuees. Saleh 
outlook for appliance sales excellent. 
i ) Well established as maker of appliance motors. 
xMaster Electric ........... 19.16 2.53 2.28 2.50 E 1.47 1.40 12.0 B2 Should’ bancll’ ams aadteor aenend Gasunen 
warrant continued $1.40 dividend. 
i Important maker of well established home appli- 
McGraw Electric ....... iio NOS 236 2:84 1.88 1.37 1.50 17.1 B2 — ps ee ee ee ce 
problems and promising postwar outlook. Con- 
servative dividend safe. 
Specializes in electric instruments and many other 
xsquare DO Co, ............. 18.02 2.60 498 4.36 1.68 2.00 9.8 C+3 pr ray Pedbear taduitiiel demend growiien, 
and rapid reconversion indicated. 
i onmmenie ais Second largest producer radio tubes, fluorescent 
Sylvania Elec. Prod. ........... 20.73 1.83 2.04 1.25 15.2 C-+1 abit, Mibanded tedliien adkquaes qual pan 
war outlook. 
i Second largest maker electrical equipment with 
Westinghouse Elec. & Mfg. 95.13 5.86 6.67 8.11 4.37 4.00 15.4 Al oo ae ps ple gg Re esc c 
for appliances and turbines. 
Postwar d d from bile and telephone 
Weston Elec. Inst. ................. 29.71 1.86 3.86 3.50E 0.84 2.00 10.1 B2 Hel ots Se somien aauien pe sna 
instrument volume. Current dividend secure. 
(a) On new no par stock; $2 on old $5 par stock. Se—Fiscal year ended September 30. E—Estimate. 
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What About 
Rail Equipments 


BY PHILLIP DOBBS 


— rail equipment shares have registered 
creditable market gains during recent months, 
their buoyancy thus far has not been as pronounced 
as that of certain other groups enjoying no stronger 
current advantages or brighter postwar potentials. 
Historically tarred with the brush of extreme vola- 
tility in product demand during wide swings in 
national prosperity, rail equipment concerns belong 
to an industry often viewed askance by some in- 
vestors, although it includes a number of strong 
individual concerns with long and consistent divi- 
dend records. i 

As maintenance of present fairly satisfactory 
operations during the war seems well assured, with 
promising indications of high level activity for 
several years thereafter, the industry should enter, 
rather than emerge from, a cycle of broad demand 
at the end of hostilities. That current prices of some 
rail equipment stocks, especially the locomotive 
builders, have not fully discounted potential pros- 
pects appears to be a reasonable conclusion. 

Military demand for arms, tanks, and munitions, 
of course, has brought a generous volume of orders 
to many component concerns in this highly diver- 
sified industry. On the other hand, need for trans- 
portation equipment both at home and for our 
allies, rank near the top in military schedules. The 
industry has therefore benefitted by unusual ad- 
herence to normal output, although hampered at 
times by variable allocations of raw materials and 
erratic shifting in orders for the armed forces. 
The importance of locomotives to the war effort, 
for instance, caused makers of this equipment to 
abandon all tank production over a year ago (involv- 
ing a certain reconversion problem), and schedules 
for most of 1945 contain mainly normal production. 
A current backlog of orders for 41,000 freight cars 
bolsters expectation of large volume for this branch 
of the industry, although shortage of raw materials 
and manpower may disappoint hopes of equalling 
the 1944 production of 70,000 cars. 

Renewed heavy emphasis on war output, at pres- 
ent occasioning the heaviest military requirements 
for steel since Pearl Harbor, has recently caused 
the deepest cut in the Office of Defense Transpor- 
tation program for output of rail equipment since 
the fall of 1943. Requests of ODT for allocation of 
about 114 million tons of carbon steel for rails and 
freight cars have been cut by 309% for the current 
quarter. Instead of turning out 13,500 cars as 
planned for this period, it looks as if only 7500 
can come off the line. It will be impossible for the 
same reason to produce any passenger cars at all 
before July 1, although a modest schedule of 250 
per quarter had been planned. This is only one in- 
stance of many which in the past have made for 
spotty performance of the rail equipment industry. 
Such interruptions or dislocations may recur until 
general reconversion is well under way. 
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Reference to the accompanying table indicating 
the statistical position of a number of concerns man- 
ufacturing rail equipment will disclose varying but 
on the whole satisfactory wartime progress. While 
earnings have naturally been restricted by rising 
costs and EPT, treasury positions have been gener- 
ally strengthened notwithstanding reasonable dis- 
bursements for dividends. The arrival of peace, 
therefore, will find rail equipment makers generally 
well fortified financially to handle large orders, with 
relatively light reconversion problems, and with the 
credit structure of its customers, the railroads, 
vastly improved by expanded wartime earnings. 

The longer the war lasts, the greater will become 
the strain upon the railroads to provide the service 
demanded of them, and the more serious will be- 
come their replacement problems. For more than a 
decade prior to the outbreak of hostilities, the 
transportation lines had coasted along with a large 
proportion of obsolete and patched-up equipment, 
with the minor exception of experimentation in 
streamlined passenger trains and improved motive 
power. The wear and tear of enormously expanded 
war traffic has accelerated the deterioration of every 
form of rolling stock in the country, thus magnify- 
ing replacement needs to support even the most 
modest transportation requirements of our peace- 
time economy. Add to this the long list of tech- 
nological improvements evolved during the last four 
years, many of which will provide make-or-break 
factors in cost calculations of competitive forms of 
transportation, and the necessity of acquiring new 
equipment becomes more than ever apparent. 

A recent survey discloses that among ten Class 1 
railroads over 50% of their locomotives are more 
than 20 years old. In hauling long freight trains, 
even most of the newer engines require “booster” 
support by one or more additional locomotives at 
frequent intervals, thus adding materially to oper- 
ating costs, already suffering from factors of limited 
speed. Science has started a grand debate over the 
relative merits of steam power versus electricity, 
and the remarkable new gas turbines and diesel 
engines. The established concerns of the locomotive 


THE MAGAZINE OF WALL STREET 























industry, American Locomotive Co., Baldwin, and 
Lima are working hand in hand with the great 
railroads, as do concerns like General Motors, Gen- 
eral Electric and Westinghouse, in constructing 
engines embodying every improvement thus far de- 
vised for each type of motive power. Results of 
these tests, where efficiency will count more than 
initial cost, will have marked effect upon the allo- 
cation of postwar orders, and upon the development 
of volume for different manufacturers. 

However, it already seems clear that each of these 
new forms of motive power will serve special needs 
of the railroads and to a large extent will supple- 
ment rather than supplant one another. During the 
war, production of diesel locomotives has progres- 
sively outdistanced that of steam engines, but this 
is attributable to the adaptability of the former to 
meet urgent needs for switchers. New York Central, 
on the other hand, has placed orders for 25 huge 


steam engines for long haul service. The first of 
these to be delivered develops 6000 HP, is 97 feet 
long, has 79 inch driving wheels, and will require 
refueling only once between New York and Chicago. 
It can take on water while running at eighty miles 
per hour. Westinghouse, on the other hand, has a 
new turbine as small as a household refrigerator, 
which when installed on a locomotive has success- 
fully hauled 18 loaded express cars. Only time can 
tell how improvements such as these will develop 
new and highly competitive business for manufac- 
turers, but with 41,700 less efficient locomotives in 
the country at the start of the war, replacement 
orders at its termination should assume very large 
proportions in the race for profitable operations. 
Orders for over 1900 locomotives from foreign coun- 
tries are already on the books of our domestic com- 
panies, including 700 from France and an initial 
order of 400 from Russia, (Please turn to page 707) 
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Position of Leading Railroad Equipment Stocks | 
1936-39 1936-39 | 

Book ~ Avge. 1943 1944 =Avge. Price 
Value Net Net Net Div. 1944 Earn-  Invest- } 
per per per per per Div. ings ment COMMENT 
Share Share Share Share Share Paid Ratio Rating | 

American Brake Shoe... 39.28 2.60 3.38 2.77 2.06 1.65 16.1 B2 Strong concern with long dividend record, | 
and well diversified output. Prospects | 
good for continued satisfactory results. | 

i Rat d amo freight car builders. | 
xAmerican Car & Fdry.. 78.29 def3.50 5.05Ap 5.95Ap 0.06 2.50 69 C+I pl ga scordle ny oe | 
range results very erratic. Dividend secure. | 
xAmerican Locomotive . 19.83 def1.58 3.07 4.58 None 1.30 7.0 C-+2 Business subject to volatile swings during 
economic cycles. Current results fair and | 
near-range outlook favorable. | 
xBaldwin Locomotive ........ 36.21 1.05 3.67 3.81 None 1.50 7.4 C-+2 Present large volume producing reason- | 
able profits, but sensitive to economic 
changes. Well entrenched, if postwar 
boom develops. 
Important lessor and builders of cars, | 
wGeneral Amer. Transp..............65.26 3.53 3.84 3.05 2.78 2.50 17.3 A2 wan ches tee oad 5 ead Sividead | 
record. Liberal dividend payer. 
i i St atent iton. Earnings have 

General Railway Signal 26.64 0.31 2.73 2.50 0.43 1.25 13.6 B2 et Lt gl _ ins ty MM 
permits fair dividends. | 

xLima Locomotive . 74.48 def0.11 7.30 6.81 0.63 2.50 8.1 C-+2 Fluctuating demand hampers stable oper- | 
ations over long range. Current business 
good, and outlook for several years fair. 

xNew York Airbrake 38.34 2.18 3.56 3.36 1.44 2.00 14.2 B2 Has only one class of stock, on which 
dividend payments irregular. Outlook 
promising in near perspective, but longer 
range future indefinite. 

Poor & Co. B..... ; (a) 0.46 1.10 1.20E None 0.50 12.2 C2 Has a large business in special track 
accessories, but earnings record variable. | 
Common has poor asset value. Highly | 
speculative. | 

a aT RT ES TLS Ie ee lee | 

Pressed Steel Car... 10.51 0.87 2.59 2.23 0.06 ~=—:1.00 8.4 C-+2 Third largest maker of freight cars, with | 
volume erratic under cyclical influences. | 
Common subject to strong fluctuations. 

| 

Pullman. ............ Emasrereee 1.63 2.85 2.75 E 1.66 3.00 17.7 B2 Enjoys long record of earnings and large | 
cash resources. Prospective sale of sleep- 
ing car business may cause large dis- | 
bursement. | 

Superheater 18.65 1.06 1.97 1.75 E 1.07 1.20 14.1 C-+2 Well diversified business in several fields. | 

mr Important securities holdings swell earn- | 
ings. Dividend secure and outlook 
promising. 

Symington-Gould ...... Pe | 0.59 0.53 0.25E 0.21 None 33.0 C3 War orders supporting volume but normal 
output of castings irregular. Cash posi- 
tion good, but sustained earning power 
uncertain. 

Union Tank Garson ot 35.66 1.67 2.85 2.30 E 1.35 2.00 13.8 B3 Most important lessor of tank cars, with 
long record of dividends. Former sub- 
sidiary of Standard Oil. Stock has fair 
yield. 

Westinghouse Air Brake.........17.09 1.25 1.42 1.68 1.06 1.25 17.3 A2 Well rated issue result of 49 year divi- 
dend record. Amply financed, with prom- 
ising outlook during near-range years. 

Year ended Ap—April 30; E—Estimated. (a) Only patents and good will create book value. 
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f ice farm machinery industry, mainly centered 
in the hands of a few large concerns, progresses 
into 1945 with operating factors and probable re- 
sults differing only slightly from those of last 
year. While dual production schedules to meet both 
military and civilian needs, the latter as far as 
permitted by Government directives, continue to 
bolster volume, the old story of serious manpower 
shortage, rising costs and tax pressure mitigates 
against any worthwhile earnings gains in the near 
future. In fact, a moderate drop would not surprise 
as operating margins continue to narrow. 
Production of farm implements last year reached 
$705 million, almost double the volume of 1943. 
Consequently, regular line output rose from less 
than one-third of total production in 1943 to about 
half of 1944 volume. Although civilian quotas for 
the current production year approximate $698 mil- 
lion, there is little probability that this goal will 
be reached. War work continues sizable while pro- 
curement difficulties and manpower shortages are 
cutting sharply into regular output. No appreciable 
improvement in factors retarding production can be 
foreseen at least until VE-Day, though thereafter, 
a rapid pick-up in civilian output is likely. 
Notwithstanding partial current fulfillment of de- 
ferred demand, postwar prospects of the industry 
are unusually promising. Reconversion problems are 





Farm Machinery 


BY FRANK R. WALTERS 


small and the full change-over to normal production 
should be quickly and easily accomplished. But re- 
storation of peace-time operating margins are sub- 
ject to adjustment of price-cost relationships in 
the light of increased production costs. H, addi- 
tionally, there is some tax relief, profits then could 
run well above prewar levels. 

Considering the highly cyclical character of the 
industry with its close dependence upon farm in- 
come, perhaps never more than now have so many 
favorable factors combined to assure excellent 
business volume for at least several years ahead. 

During prewar years the average farmer spent 
up to about 5% of his income on farm equipment 
and replacement parts. As total farm income dur- 
ing the last three years has amounted to the huge 
sum of about $56 billion, and the farmer’s ability 
to acquire agricultural implements has been very 
restricted, it has been figured that net deferred 
demand now approximates a billion dollars. Fur- 
thermore, farm income continues bolstered by Gov- 
ernment subsidies and by price guarantees for two 
years after the war at 90% of parity. Outstanding 
farm instalment paper has been reduced to about 
a third of 1941 levels, mortgages have been sharply 
reduced, and rural bank deposits have climbed to 
spectacular heights. As the purchase of proper 
farm equipment is self- (Please turn to page 704) 






































Position of Leading Farm Equipment Stocks 
1936-39 1936-39 
Book Avge. 1943 1944 Avge. Price 
Value Net Net Net Div. 1944 Earn- _Invest- 
per per per per per Div. ings ment COMMENT 
Share Share Share Share Share Paid Ratio Rating 
is Chalmers St | trenched ith diversi- 
xAllis 41.33 2.73 4.51 450E 1.94 1.65 9.6 e eee ee Pd 
electric machinery. Regular and extra 
dividend appears secure. 
A leading factor in field. Milit d 

Case, J. I. - 48.98 2.03 2.280c 1.920c 0.94 1.75 19.9 C+2 ot wes tae. Gees sale cate 
favorable. Dividend should be maintained. 
I rtant ialist in f i e. 

Deere & Co. . 40.01 4.48 3.15Oc 2.870c 1.03 2.00 14.6 C+2 war piel Boge Scke Samaes ond 
promising postwar outlook enhance po- 
tentials. Dividend secure. 

International Harvester... 86.21 3.90 4.700c 4610c 256 2.85 17.1 B2 Largest farm equipment maker, also pro- 
ducing trucks. Business well established 
at home and abroad. Long dividend 
record. Good outlook. 

Minneapolis-Moline cooumenn 7.28 0.18 1.420¢ 0.96Oc None None 8.2 G2 ae eae el 
war record spotty. Arrears on preferred 
preclude common dividends. 

i Medi ized, | tablished, and well 

KOliver Corp. enone eveemnen 41.03 3.03 2630c 2600c None 3.00 10.6 C-+-2 Medium sized, long established, asd well 
foreign sales outlets. Prewar record er- 
ratic. Strong cash position should sustain 
dividend. 

Oc—Fiscal year ended October 31. E—Estimated. 
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POSITION OF MISCELLANEOUS COMPANIES 
1936-39 1936-39 
Book Avge. 1943 1944 Avge. Price 
Value Net Net Net Div. 1944 Earn- Invest- 
per per per per per Div. ings ment COMMENT 
Share Share Share Share Share Paid Ratio Rating 

American Can ......... 57.00 5.86 4.22 4.30 4.50 3.00 21.6 B2 Leading maker of cans. Reconversion problems 
slight, promising rapid resumption of large civilian 
trade. Prospects good. 

American Chain hanatent eoneitcn to — diverse industries. —-. 
war outloo avors rapid output to meet 

a Cable: 31872 2.13 3,33 3.00E 1.21 2.00 9.6 O Quan pA re gt sai = 

Amer. Hide Large business but earnings erratic and slim. Ample 
& Leather... 649 def0.09 0.78Je 0.34Je ——- —— 17.2 C3 defewed demand for shoes may bring improved 

Amer. Home One be two Loge drug per yg hoon -_ 
unusually stable earnings record. Continued goo 

Products _... 26.58 4.17 5.16 4.74 2.56 2.70 14.7 A2 results probable. 3 

Amer. Safety Razor... 16.56 1.99 2.06 2.75 E 1.79 1.25 8.1 BI Second largest in field. Price competition severe but 
large volume slices costs. Postwar domestic, export 
outlook good. 

Amer. Type Contraction of war volume oy ies — € 

Founders 20.11 0.26-—«-'1.76(c) -(1.75E —— 0.50 Tn eee 

Archer-Daniels- Sone po oncom for soy bean prode, plus 
H tt t i int t in 
Midland ..........64.84 2.93 7.39Je 859Je 1.84 2.50 6.3 ‘¢ ka aah 

Artloom __.............. 11.41 def 0. 4 ky — R i bl difficult but lo e 

" — i — 0400-295 —C++3  lmapects bright with lenge deferred demand. Diet 
dend not too safe. 

Bristol-Myers .............17.83 3.35 4.02 3.66 2.50 2.00 13.9 A2__ Third largest proprietary drug maker. Well estab- 
lished business with stable earning power. Divi- 
dend safe and postwar outlook good. 

Brown Shoe ..................54.44 2.44 3.980c 3.19Oc 2.43 2.00 15.3 B—3 Third largest in field. Stable demand for low and 
medium priced shoes favors longer range prospects. 
Dividend secure. 

CTC ean ee 15.75 0.17. 1.73 Oc 2.83 Oc — 9.5 C++] Dominant maker of airconditioning equipment. Con- 
serving earnings far expected large postwar business. 
Long range prospects good. 

Celanese 18.49 1.95 2.83 2.87 1.06 0.50/d) 15.1 B2 Well entrenched, progressive maker of rayon yarn 

. and plastics. Plant expansion, diversification favor 
continued progress. 

Champion Paper \ Important manufacturer book paper and pulp, with 
SP 2s)? eet) tet lot ell le eee eee ee a 

Cluett Peabody ...... 20.98 2.01 3.03 2.51 1.48 2.00 15.3 B3 Large manufacturer shirts and collars with strong 
trade position. Postwar deferred demand large. 
Ample resources permit fair dividend. 

Collins & Aikman....27.84 3.31 1.87(a) 3.00E 2.42 1.00 12.7. B—2 Leading manufacturer of upholstery for automobiles, 
with bright outlook for postwar trade. Experienced 
low cost producer. Dividend amply earned. 

Continental Can ....... 34.65 2.78 1.81 2.52 2.56 1.00 19.8 Al Second largest in field. Few reconversion problems 
suggest rapid resumption substantial normal trade. 

—— Strong finances. Dividend safe. 

Cont'l Diamond Specialize in mica and plastics for electrical trade. 
e tice and cost factors limit profits. Sma ividen 
Fibre poe ach <. 0.48 1.28 0.84 0.84 0.50 13.6 C+3 possible. ; 

Crown Cork Important taoker cans ond caps. Eased sosivictlons 
n can ction and ample deferre mand favor 

tn ......_ ae 2.68 2.18 3.75E 1.75 2.00 ns « Cone ° . 

Dresser Industries _.32.12 — 5.380c 4.88 Oc 2.00 11.7. B—2 Aggressive and expanding maker of oil field equip- 
ment. Increasing diversification promises enlarged 
volume. Good dividend outlook. 

Endicott Johnson ....90.17 2.68 4.80No 3.34No 3.00 3.00 19.0 B2 Leading factor in field. Strong finances and bright 
postwar prospects for popular priced shoes strengthen 
position. 

Gaylord Container..17.15 1.61 1.56 150— — 1.00 17.3 C2 Output of wrapping paper and containers bolstered 
by pulp sales. Longer term prospects promising. 

General Bronze ......13.11 def0.26 1.79 1.83 — 0.80 10.9 G3 Production for war purposes satisfactory but postwar 
prospects uncertain. Prewar record poor. Small divi- 
dend currently assured. 

Giaden see. w 28.56 1.82 188Oc 2.020c 1.40 0.90 13.6 C-+-+2 Postwar prospects enhanced by waiting demand for 
paints, oils and chemicals. Finances strong and 
dividend amply earned. 

(a)—Fiscal year ended Feb. 28, 1944. (b)—Fiscal year ended April 30. 1944. (c)—Fiscal year ended March 31, 1944. (d)—Plus | share stock for 

each 23-1/3 shares held. Year ended Je—June 30; Oc—October 31; No—November 30. E—Estimated. 
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POSITION OF MISCELLANEOUS COMPANIES— (Continued) 







































































1936-39 1936-39 

Book Avge. 1943 1944 Avge. Price 
Value Net Net Net Div. 1944 Earn- Invest- 
per per per per per Div. ings ment 
Share Share Share Share Share Paid Ratio Rating 
| Gotham Hosiery .... 6.85 0.25 1.24 109 —— 0.50 13.2 C3 A leader in its field, but prewar profits variable 
| and thin. Postwar outlook enhanced by use of nylon. 
| Modest dividend only. : 

Important factor in field but earnings record unim- 

| Hat Corp. of Amer... 5.83 0.98 0.66 0.64 0.53 0.50 13.8 C+2 puecsive tn peowar yeors. Pechwor prospects telr ii 
| national income high. 
| La ecenen 
| Hollander(A) Largest processor ! furs. P cears cash gg coe oe 
i! Saas 0.97 2.73 1.58 1.19 1.50 “mW t+ Bee eee 
| Interchemical 42.05 2.31 2.75 2.75 E 1.29 1.60 15.1 B2 Large ink manufacturer with established trade out- 
| : ‘ - lets. New products adding to volume. Erratic past 
| earnings but current dividend seems safe. 
free cereienstan ies ees ee 
| : aed etna E Largest integrated paper concern. Earnings highl 
| International Paper..41.97 0.10 2.07 2.20E 10.5 C+2 variable and sensitive to cyclical changes. Outloo 
promising. Finances improved. 
| ee enn 
| International Salt ...43.58 2.04 2.68 2.25E 1.87 2.00 19.3 A3 Largest producer of salt, strongly established in in- 
| dustrial markets. Earnings quite stable. Strong finan- 
ces and good outlook. 
| eee, —_ 
| Kimberly-Clark 65.11 3.06 3.69 3.09 1.19 2.00 14.2 BI oo gee manufacturer of book paper and wadding. 

‘ ‘ Bright postwar prospects indicated. Good prewar 

record and strongly financed. 

| Lambert 10.71 1.66 2.66 2.75 1.75 2.00 12.2 Bl Long established pharmaceutical producer with good 
| ‘i ‘“ ‘ prewar earnings record. Diversification helping to 
| offset competition. Dividend appears secure. 

Lehn & Fink Prod... 12.56 1.42 1.96 Je 1.75Je 1.34 1.40 127 BI Prominent in pharmaceutical and drug field. Earnings 

record fairly stable. Prospects favorable. Dividend 
| well assured. 
aaa aid — 
| if 2 A leading factor in rug industry. Reconversion prob- 
| Mohawk Carpet ....37.59 1.35 2.40 2.33 i138 2.00 17.4 B3 soins Sone bur uleel Ge konae aeluned ton Guneed. 
| Strong concern. Dividend safe. 
| Novadel-Agene 8.09 3:12 2.21 2.25E 2.54 1.50 13.7 B2 Strong concern serving flour millers with bleaching 
| : . . agent. Also makes vitamin concentrates. Fairly stable 
| profits. Dividend secure. 
| Si emcsebee 
| Omnibus 9.81 1.27 1.29 1.50E 1.07 1.00 10.6 Cl Holding company for Chicago and New York bus 
| lines. Earnings erratic and growth potentials limited. 
| Finances fair but prospects uninteresting. 
es Si cecniolieeseneccsin pete I ns 
Well established paint and varnish maker with sound 
{ Pratt & Lambert 33.93 2.09 2.11 2.28 1.79 1.80 16.0 B3 financial structure. Postwar outlook bright. Liberal 
dividend payer. 
| Large manufacturer of small arms. Working capital 
| Savage Arms . 14.47 0.42 «1.52 0.68 0.25 0.75 13.6 C3 ates Ue ane or nar ete 
evitable. Earnings fluctuate. 
Simmons 21.12 oko <=pne 2.30E 2.06 1.25 15.9 Bl Leading bed manufacturer with strong trade position. 
, ‘ ‘ Good prewar record. Postwar prospects enhanced by 
deferred demand. Dividend secure. 
_ = 
Sutherland Paper ....25.43 2.46 2.86 2.47 1.47 1.35 13.1 Bl Specialist in paraffined paper containers with diversi- 
| fied outlets. Prewar earnings stable. Ample capital 
| and good prospects. Dividend safe. 

United Drug 15.43 0.85 1.76 1.62 0.31 a 11.6 C-+2 Manufacturer and retailer of drug specialties. Fair 
| : earnings record but common junior to large amounts 
preferred and bonds. No dividend. 
| ets 
| United Dyewood 1.80 0.93 def0.95 deficitE 0.75 — —_—. C3 Producer of synthetic dyes with poorly demonstrated 
earning capacity. Expanded postwar demand might 
improve prospects. Stock highly speculative. 
lintiod iShates Owns majority interest in Reynolds Metals. Postwar 
| Foil B 9.10 0.47 0.53 0.35 0.30 Cl Prospects thus depend mainly on outside income 


but outlook good. 





| Year ended Je—June 30; E—Estimated. 
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Business Machine Industry Looks To Peace 

rf BY GEORGE L. MERTON 
: 
_ URTHER easing of Government restrictions at continued and obsolete models of office machines on 
n- the beginning of 1944 considerably changed pro- which satisfactory spreads have been realized in 
” duction schedules for a number of concerns in the the past. However, despite these factors, the tax 
a diversely constituted office equipment industry. cushion should permit relatively well maintained 
ds While the complete ban upon manufacture of cash profits and with little change in earning power in- 

registers and the very limited allotment as to type- dicated over the near term, continuance of recent 
“ writers forced makers of these items to continue dividend rates is generally expected. 
jt. production mainly of military equipment, certain Profit margins during the reconversion period 
wd other branches of the industry could sufficiently ex- may be narrower than prewar spreads but should be 
5 pand normal output to reach an over-all percentage wider than in recent years. Large deferred demand 
. of about 50% of total production. assures a sharp improvement in regular line busi- 
The relative figures naturally varied with differ- ness when production restraints are modified or elimi- 
P ent concerns; in the case of International Business nated, and margins should improve as this volume 
n- Machines, it came to about 80%, for Addressograph- replaces narrow-margined war work. Over the longer 
~s Multigraph to some 65%, for Underwood to 50% term, the outlook is highly favorable, since an ex- 
” and for Remington-Rand to 45%. While stepped-up tended period of time will elapse before accumulated 
3 war requirements may reduce these percentages commercial needs are satisfied. Additionally, even- 

somewhat in the current year — depending on the tual relief from EPT will importantly increase the 
: length and type of heavy war demands, the strong industry’s earning power. 
“ trend toward regular output and relative ease of One cloud on the postwar horizon is a possible 

| reconversion are constructive factors in the nearby deluge of surplus equipment which, as was the case 

9 outlook. after the last war, it is feared might glut markets. 
x Profit margins improved in 1944 on the increased However, this apprehension is subject to quailifi- 
: proportion of regular line output. Some contraction cations. In the first place, much of this second hand 


is now indicated over the near term, partly because 
of increased war production goals and partly be- 
cause of sharply reduced inventories of rebuilt, dis- 


equipment is likely to be worn out or obsolete. In 
any event, an immense volume of orders for repair 
parts and repair work (Please turn to page 705) 








Position of Leading Office Equipment Stocks | 





1936-39 1936-39 
Book Avge. 1943 1944 Avge. Price | 
Value Net Net Net Div. 1944 Earn- _Invest- 
per per per per per Div. ings ment COMMENT 
Share Share Share Share Share Paid Ratio Rating 


Well entrenched specialist with strong treasury and 
patent position. «Current production mostly civilian. 


1480 1.72, 1.5051 1.631 1171.00 15.3 C2 BaRgT Peete ere eo tock: 





| Addressograph- 
Multigraph 





Fourth largest in field. Strong finances but former 
earnings unimpressive. Postwar foreign and domestic 


| Burroughs Adding 








Machine ......... 6.88(c) 1.00 0.74/c) 0.69(c) 0.88 = 0.70» 21.7 B2_—Saynings unimpressive. Postwar foreign and 
International Dominant factor in office equipment field. Rentals 
Business Mach. ...60.44 10.47 8.85 8.90  6.37(a) 6.00(a) 20.3 Az Sobilize earnings. fs 





Largest maker of cash registers, presently producing 
mostly military items. Large pent-up demand en- 
hances outlook. Dividend amply earned. 


xNational Cash 
Register ....:.......23.92 L271 213 2.03 1.06 1.25 16.6 B2 


1.20(a) 106 C+I 


stabilize earnings. Excellent dividend record. Pros- | 
| 
| 


Strong concern with diversified output. Large ex- 
port sales normally bolster earnings. Postwar poten- 
tials encouraging. Dividend safe. 





Remington Rand .. 8.03 1.35 1.91(b) 230E 1.66 





A leading typewriter concern with full line of models. 











xRoyal Typewriter... 8.97 1.51 0.06 JI 0.74 JI 2.69 0.60 27.8 B3 c : 
Past volume and earnings cyclical and sales mostly 
domestic. Has good growth prospects. Ample work- 
ing capital permits fair dividend. 
Underwood- One of three leaders, with current output largely 
* * military. Repair revenues considerable. Past earnings | 
Elliott-Fisher _ ........... 37.76 4.18 3.38 3.07 2.97 2.50 20.2 A2 variable but postwar outlook good. | 
+ > =a | 
xSmith tk, C.) & a ae typewriter i. ee civilian 
deman rightens postwar outlook. Near-term earn- 
MOON icici ssi ROOD 2.42 3.57 Je 2.31 Je 1.03 2.00 14.3 B2 ings and dividend should be well maintained. 








(a) Plus 5% in stock. (b) Fiscal year ended March 31, 1944. (c) Parent Co. only. 
Fiscal year ended Je—June 30; JI—July 31. E—Estimated. 
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FOR PROFIT AND INCOME | 


Short Interest 


The short interest on the New 
’ York Stock Exchange as of March 
15 showed a reduction of 62,263 
shares from February 15, the to- 
tal figures being 1,520,384 shares 
versus 1,582,647 shares a month 
ago. The relatively small reduc- 
tion is not particularly surprising 
in view of the rising market trend 
during the period covered. 
Chances are that recent reaction- 
ary markets may have led to more 
extensive short covering. At any 
rate, the cushion provided by the 
mid-March short interest was still 
substantial. 
Split-Up 

Latest addition to the ranks of 
splitter-uppers is Best & Co. 
whose management has proposed 
a two-for-one split to be voted on 
April 10. The common, following 
this announcement rose over two 
points to 49 but has since settled 
back to 4714 in recent reactionary 
markets. Also up for stockholder 
approval is a proposal to eliminate 
5,000 shares of preferred stock, 
none of which is outstanding. 
“Katy” Fight 

On the verge of bankruptcy 
only a few years ago but now 
picking up under the boon of 
tremendous war business, the 
Missouri-Kansas-Texas R.R., bet- 
ter known as the “Katy,” has 
become the center of a sharp fight 
for control. Contesting parties are 
led by the railroad’s president 
Matthew S. Sloan, who is battling 
the biggest stockholder, Edward 
N. Claughton of Miami and his 
associates, reported to have 
jointly about 40% of the common 
stock vote, and a stockholders’ 
protective committee led by Mar- 
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vin D. Adams, Florida banker. 
Katy’s recovery from near-bank- 
ruptcy as a result of good war- 
time business has greatly in- 
creased trading interest in the 
common; the latter this year rose 
from 51% to a peak of 914 and is 
currently selling around 81%. The 
1944 low was 214. For the ten 
years prior to 1942, the road had 
failed to earn its fixed and con- 
tingent interest charges. No divi- 








STOCKS MAKING NEW HIGHS 
IN RECENT DECLINING MARKETS 


1944-45 HIGHS 


Adams Millis Ligget & Myers 
Am. Crystal Sugar Pref. 

Gimbel Bros. Otis Elevator Pref. 
Holly Sugar Square D Pref. 
Parke Davis U. S. Steel Pref. 
Union Pacific Pref. Western Pacific 
Gen. Cigar Pref. Pref. 




















dends had been paid on the com- 
mon since 1930 and none on the 
preferred since 1931. This poor 
showing formed the foundation of 
the claim by Messrs. Claughton 
and Adams that the road was in 
need of reorganization and new 
management. President Sloan is 
vigorously fighting the move. 
Among other things he has 
pointed out that Katy through 
open market purchase of its ob- 
ligations has reduced fixed annual 
interest by $1.8 million during 
the last thirty months; that di- 
rectors will soon take steps to 
reduce accumulated arrears of in- 
terest on adjustment mortgage 
bonds totalling $6.5 million which 
must be paid before dividends to 
common stockholders. Meanwhile, 
just recently, two coupon pay- 
ments were made on the adjust- 
ment bonds but no action was 
taken on the preferred stock, the 


management declaring that no 
payment could be made on the 
preferred until arrears had been 
fully met on the adjustment 
bonds. Last payment on the pre- 
ferred was in 1931 when $5.25 
was paid. With an excess of only 
$2 million in net assets at the end 
of last year, amounts available 
for preferred dividends or adjust- 
ment interest appears definitely 
limited, the outlook for eventual 
common dividends quite remote. 
However, the proxy fight either 
has been generating some recent 
buying for control by one or both 
the interested parties, or it is 
stimulating public interest in the 
stock, because of what share- 
holders hope the contest may do 
for the stock. Both common and 
preferreds were strong in recent 
markets. 
1. T. & T. , 
International Tel. & Tel. an- 
nounced completion of arrange- 
ments with the Spanish Govern- 
ment for the transfer of $15 mil- 
lion in part payment of the bal- 
ance owed by its Spanish tele- 
phone subsidiary, amounting to 
approximately $26 million. Ar- 
rangements for the liquidation of 
the balance are under discussion. 
It is understood that payment will 
be in the form of an issue of 5% 
bonds. At long last too, there has 
been agreement with the Spanish 
Government regarding the sale 
to the latter of I. T. & T.’s stock 
interest in the Spanish Tele- 
phone Co. I. T. & T. will receive 
for its interest about $57 million, 
and payment will be made in the 
form of $50 million 4% dollar 
bonds of the Spanish state and 
$7 million of short. term notes for 
the balance. 


THE MAGAZINE OF WALL STREET 
















n- 
fe- 


1- 





Keening Abreast of Industrial 
and Company Changes 


Phelps Dodge Expands 

_ A $4.5 million wire and cable 
plant will be constructed at Forth 
Wayne, Ind., as part of the facilities 
of the Phelps Dodge Copper. Prod- 
ucts ay 9 gato The new plant 





rod rolling and for wire drawing, 
stranding and insulating on a ton- 
nage basis. About thirty acres have 
been acquired for the purpose. The 
new mill is being built by the cor- 
poration without Government as- 
sistance and is not primarily for 
increased production of war-needed 
products. Rather, it is to become 
a permanent addition to the com- 
pany’s manufacturing facilities. 


Edward C. Budd Financing 


A large-scale financing operation 
by this company, designed to pro- 
vide adequate funds to help defray 
the cost of a major postwar plant 
expansion program, reduce substan- 
tially carrying charges on funded 
debt and pave the way for resump- 
tion of dividends on the common 
stock was recently completed. As 
one phase of the program, the Budd 
company paid off the $8.5 million 
balance of a $12 million bank loan 
obtained two years ago from a 
group of banks and insurance com- 
panies. At the same time, in order 
to provide funds for the loan retire- 
ment and to underwrite part of the 
cost of the new equipment program, 
the company obtained a new ten- 
year loan of $16 million at low in- 
terest rates from the RFC. ‘The com- 
pany has drawn on this accomoda- 
tion only sufficiently to retire the 
bank loans; the balance of $7.5 mil- 
lion remains available for plant ex- 
pansion when needed. The new 
facilities contemplated, according to 
the management, should enable the 
company to produce a substantial 
volume of new business after the 
war when volume is expected to 
exceed $100 million annually in the 
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will be fully equipped for copper _ 


years immediately following the end 
of hostilities. The company expects 
to handle vastly expanded automo- 
tive, railway passenger car and high- 
way truck trailer business. Current- 
ly, all Budd plants are wholly en- 
gaged in war production. Prewar 
ccleaes ran from $35 to $40 million 


in good years. 


Menge! Company Plans Ahead 


Postwar plans of Mengel Co., largest 
manufacturer of hardwood prod- 
ucts, will include large-scale manu- 
facture of furniture for direct sale 
to retail stores. Mengel furniture 
will bear the company’s trademark 
and will be nationally advertised to 
the trade and to consumers. The 
new plans, when taking effect, 
should make the company the only 
fully integrated enterprise in the 
furniture industry where deferred 
demand is admittedly large. Mengel 
operates at every stage from the 
forest to manufacturing plant, even 
making its own shipping containers. 
In applying for the listing of 14,960 
additional shares of 5% convertible 
first preferred stock and 44,880 ad- 


ditional shares of common, the com- 
pany said it plans to install addi- 
tional machinery and equipment, 
and also to make further investments 
in U.S.-Mengel Plywoods. The equip- 
ment program is estimated to cost 
between $750,000 and $1 million. 
The amount needed for U.S.-Mengel 
Plywoods, jointly owned by Mengel 
Co. and U.S. Plywoods, is estimated 
at $150,000 to $300,000. Additional- 
ly, the purchase of timber reserves 
in excess of normal replacement 
needs is contemplated, possibly cost- 


ing $1 million. 


Communications Merger? 


Market observers are wonder 
just what roles International Tel 
& Tel., Western Union, American 
Tel. & Tel. and R.C.A. Communi- 
cations would play in an organiza- 
tion to be set up to combine all 
international communications serv- 
ices as suggested by James Forrestal, 
Secretary of the Navy. So far, there 
has been no definable market re- 
action to the proposal, consumma- 
tion of which - if it ever comes to 
that - at any rate would probably 
take considerable time. 





DECLINES SHOWN IN RECENT EARNINGS REPORTS 


Champion Paper & Fibre ....,....:....0...--000.-- 
American Smelt’g. & Ref?g. ...........:.0:0:00-- 





Decca Records 
Fansteel Metallurgical 





Granite City Steel 





Caterpillar Tractor 
National Auto. Fibres 





Pittsburgh Screw & Bolt .....2....s.cs.cesses-- 
Weston Elect. Instrument ..............---......- 








Pet Milk 
Republic Aviation 





Abbott Laboratories 


Westvaco Chlorine Prod, ..u.....0.--..ccc00: 





Climax Molybdenum 


Brunswick-Balke-Collender ...................0...- 








Latest Year 

Period Ago 
40 wks. Feb. 4 $1.77 $2.03 
Year Dec. 31 2.34 3.76 
Year Dec. 31 2.58 2.66 
Year Dee. 3] 2.22 2.74 
Year Dec. 31 63 1.45 
Year Dec. 31 58 64 
Year Dec. 31 3.18 3.52 
12 mos. Feb. 28 4.16 4.55 
Year Dec. 31 01 1.51 
Year Dec. 31 1.87 2.54 
Year Dec. 31 2.86 3.08 
Year Dec. 30 2.04 2.60 
Year Dec. 31 3.43 4.19 
Year Dec. 31 2.17 2.73 
Year Dec. 31 3.36 3.82 


























a stock dividend of one share for 
each four held. No announcement 
has as been made of the price 
at which the stock will be sold, thus 
it is difficult to calculate the price 


of the “rights”. It is intended to _ 


vote a common dividend of 40c a 
share on the new common, however, 
which compares with $1.75 paid 
last year on the existing stock. 


Investment Trusts 

An increase of 17% in total in- 
vestment company assets during 
1944 is indicated by the gain of $249 
million in aggregate value of 108 
imvestment funds which are mem- 
bers of the National Association of 
Investment Companies. Combined 
assets of these funds, which include 
practically all major active manage- 
ment companies, were $1,699 mil- 
lion at the end of 1944, compared 
with $1,450 million at the start of 
the year. The number of investment 
company shareholders increased by 
about 31,000 to a total of over 
821,000. Portfolio appreciation ac- 
counted for all but a small part of 
the 17% assets gain, sales of new 
shares during the year being sub- 
stantially balanced by the liquida- 
tion of one large company (Phoenix 
Securities), by repurchases of out- 
standing securities and other cap- 
ital reductions, and the distribution 
of realized capital gains as divi- 
dends to shareholders. 


order for 
where of tw 
factured by Baldwin Locomotive 
Co., the remainder at the: railroad’s 
own shops. Great Northern Railway 
is purchasing twenty-five additional 
diesel locomotives and other roads 
are seeking bids for locomotives and 
rolling stock to replace or add to 
over-worked’ equipment. This is 
only the beginning of a steady 
stream expected later on, when re- 
strictions as to manpower and ma- 
terials can be relaxed. Present or- 
ders are all under priorities to expe- 
dite movement of military and es- 
sential freight. 


Standard Oil Of Ohio 


The new common stock of : this 
company. if the 214 for 1 split is 
authorized by stockholders on April 
2, is expected to be placed on a 
regular annual dividend basis of $1 
per share, according to the manage- 
ment. The existing stock pays $2.50, 
thus disbursements on the new 
stock will be the same, proportion- 
ately, as on the old. The split-up, 
the management hopes, will im- 
proye the wmarketablility and 
broaden the distribution of the 
common shares. Current price is 
about 58, somewhat below the year’s 


high of 5914. 


No United Drug Dividend In Sight 


No dividend was paid on United 
Drug capital shares and there will 
be no change in this policy in 1945, 
according to a company statement. 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 





American Seating 
Blaw-Knox 





Compo Shoe Mach’y 





Hazeltine 


General Time Instruments .................... 





Hercules Motors 





Revere Copper & Brass 





United-Carr Fastener 





United Fruit 





Armstrong Cork 





Borden 





Columbian Carbon 





Du Pont 





Lerner Stores 





United Air Lines 








Latest Year 

Period Ago 
Year Dec, 31 $2.30 $1.52 
Year Dee. 31 1.63 1.45 
Year Dec. 31 1.29 1.27 
Year Dec. 30 2.42 1.89 
Year Dec. 31 4.56 3.93 
Year Dec. 31 3.59 3.41 
‘Year Dec. 31 1.28 83 
Year Dec. 31 2.51 2.50 
Year Dec. 31 5.04 3.70 
Year Dec. 31 2.84 2.45 
Year Dec. 31 “2.35 2.17 
Year Dec. 31 5.91 5.78 
Year Dee. 31 6.60 5.59 
Year Dec. 31 162 1.57 
Year Dec. 31 3.79 2.13 
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Before the war, the concern was 
faced with the necessity of spending 
substantial sums to improve its store 
equipment and facilities, and to 
consolidate — ee manu- 
facturing plants. The war, the com- 
pany states, has both delayed the 
making of these expenditures and 
increased the need for them, hence 
the earnings of the company should 
be retained to provide an adequate 
surplus for the execution of this 
program. 


Pittsburgh Plate Glass | 

A greatly enlarged postwar out- 
put of several products is indicated 
by the company’s plans for expan- 
sion of plants and facilities as dis- 
closed in the annual report. Contem- 
plated expansions cover practically 
all divisions of the concern which in 
addition to making plate and 
window glass produces ‘structural 
and other types of specialized glass, 
also paints, varnishes, plastics and a 
wide range of industrial chemicals. 
Facilities for production of Foam- 
glas will be increased by 50%. 
Capacity of the window glass plant 
at Mt. fom Ohio, will be doubled 
as soon as manpower and materials 
become available. Expansion of 
capacity is under way to meet in- 
creased demand for Silene, a pig- 
ment developed for use with natural 
rubber which has been improved 
and gained wide acceptance in the 
synthetic rubber industry. The com- 
pany expects to benefit importantly 
from the prospective postwar build- 
ing boom and is preparing accord- 
ingly. 


Arabian Oil 


Arabian American Oil Co. and 
Bahrein Petroleum Co. which are 
now producing over 60,000 barrels 
of crude oil daily, will increase that 
output to about 120,000 barrels late 
this year. The added production 
will be needed for the new Ras 
Tanura refinery which will have a 
50,000 barrels daily input capacity. 
Incidentally, the Arabian-American 
Oil Co., jointly owned by Standard 
of California and the Texas Co., is 
reported to have definitely decided 
to build the much talked-about pipe 
line across Saudi Arabia as soon 
as materials can be obtained. As 
will be recalled, the Petroleum Re- 
serve Corporation, a Government 
agency, dropped plans to construct 
the line as a U.S. Government pro- 
ject last year after bitter criticism 
from the American oil industry. 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





World War | Veteran Seeks 
Investment Council 

Some time ago you advised in your 
magazine to hold some cash in reserve for 
a depression in market prices after the 
fall of Germany. This depression being 
caused by reconversion problems. 

I now have the cash available but there 
has been a continual rise in stock prices 
and I am wondering if you have changed 
your ideas and now feel that this advance 
will continue or still feel that there will 
come a break to lower levels. 

In your February 17th issue you pointed 
out classes of stocks with apparently no 
reconversion problems such as moving pic- 
tures, Tobaccos, Foods, etc., and I am 
wondering if you think that stocks in this 
class would also be affected — by a strong 
downward trend. 

There is one particular stock I wish 
to ask about and that is Technicolor. This, 
in my mind, seems to have a good growth 
possibility and is mentioned in the Feb- 
ruary 17, tissue. However, you gave no 
statistics regarding it and I have never 
seen it listed in the daily stock list. How 
can this stock be purchased and what are 
the statistics regarding it? Would you 
advise purchase of this stock now or at 
any future time? 

My problem all the way thru is this, 
I ama partially disabled veteran of World 
War I, having been gassed and my eyes 
are very bad. This means I may have only 
a few more years to work. Why I am 
investing my savings in stock is to try 
and build up enough capital in the next 
few years so as to assure my family of a 
comfortable living in case I am unable 
to work as my disability pension will not 
be sufficient to maintain a good standard 
of living. 

With the above in mind perhaps you 
can better advise me than otherwise for 
what I have written about myself was 
not for your sympathy but to give you a 
better picture of my problem. 
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I have a few thousand dollars in cash 
and about an equal amount in government 
bonds but I cannot afford to risk both 
cash and bonds, hence the request for your 
advice. 

I certainly would appreciate any advice 
on certain stocks you could recommend for 
my particular case. 

M. E. B.—Pennsylvania 

We'have given careful consi- 
deration to your very interesting 
letter and we appreciate your 
need for building up capital. We 
are in hearty accord with your ob- 
jective, but the market is cur- 
rently selling at the highest level 
in about eight years, therefore 
caution is indicated. 

There are many uncertainties 
prevailing, that will influence 
stock market prices so that a 
person with limited means and 
perhaps only a few years of em- 
ployment ahead should adapt a 
conservative policy. 

We therefore recommend that 
you be patient and wait for a 
substantial market reaction be- 
fore purchasing. At the propi- 
tious time investments in sound, 
well seasoned companies in essen- 
tial industries with good growth 
prospects, paying adequate divi- 
dend yields should prove profit- 
able. 

We also expect to present in 
our magazine from time to time 
securities that from an analytical 
standpoint represent good values. 

Technicolor: Earnings for 1944 


are estimated at $1.00 per share 
compared with $1.22 in 1948, 
$0.41 in 1942 and $1.05 in 1941. 
Dividend paid in 1944 was — .50c. 
With increased demand for Tech- 
nicolor prints, indications are that 
footage will exceed last year’s 
record level. Moreover, revenues 
will benefit from the advance in 
the price of Technicolor film in 
effect for the full year. 

This stock is traded on the 
New York Curb Exchange. The 
price range for 1944-1945, high 
2514, —low 1214. This company 
has good growth prospects, how- 
ever, it is currently selling at a 
high earning ratio, therefore com- 
mitments in this speculative issue 
should be made in a period of 
market unsettlement. 


To Evaluate Securities 


I would like to state how much I en- 
joyed your recent book—on Capital 
Growth for 1945. 

have been an investor for the past 
ten years and during that time I have had 
some very rocky experience and I am not 
too well pleased on my personal results. 

Investing today is so complex because 
of the various government controls that 
it is almost too difficult for the private 
investor to make a go of tt. 

The greatest difficulty I have is trying 
to evaluate a security. If one for example 
wished to purchase Crane Company com- 
mon I would consider it a very good 
growth stock in light of the coming peace 
which certainly must come within a year 
or two. Last year’s dividend at $1.50 and 
earnings of $1.67 aftre renegotiation in ’43 
and $2.03 before renegotiation for period 
ending 6/44, seems fairly good. The capi- 
tal structure is not too heavy and I don’t 
think there would be very much of a con- 
version from war to peace manufacturing. 
Furthermore, there ts an enormous hous- 
ing shortage. 

You can see from my letter hat I have 
sold myself a hundred shares of Crane 
common but I cannot tell you whether 
Crane is over or under priced at its pres- 
ent market value. 

Just what system could be used in de- 
termining if this stock is in a_ buying 
range?? 

Of course you may assume that my 
preent holdings will admit a stock of this 
type, and that it will be purchased for its 
growth factor and on its present dividend 
rate. 

R. T.—Thomasville, Ga. 


There is no hard and fast rule 
in evaluating securities. In some 
(Please turn to following page) 
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(Continued from page 697) 
quarters, a market price of 10 
times earnings is considered a 
fair valuation. However, a prime 
equity may sell over 20 times its 
earnings and be considered good 
value. The factors of quality, sea- 
soning, growth, income, etc., are 
reflected in market prices. Also 
interest rates and general market 
trends influences prices. At the 
present time some War Stocks 
are selling at a conservative earn- 
ing ratio because the market re- 
gards their prosperity as a tem- 
porary situation. If the business 
is subject to violent fluctuations, 
its stock will sell lower in rela- 
tion to earnings, than if business 
is fairly stable. 

It is gratifying to hear that 
you enjoyed very much our recent 
book on “How to build capital for 
1945.” 

Crane Company was analyzed 
in our magazine in the Feb. 17th 
issue in the article, “A Realistic 
View of the Building Industry.” 


Motor Wheel 


I am a magazine subscriber to your 
Magazine. I have been advised to buy 
“Motor Wheel” as a post-war favorite. 

I enclosed a stamped, self-addressed en- 
velope. Will you kindly give me a “de- 
tailed” history of this stock, its prospects, 
etc. And in your inquiry should I buy 


ten shares? 
F. A. S—Matthews, Mo. 

Motor Wheel was incorporated 
Jan. 20, 1920 in Michigan. On 
this date this corporation ac- 
quired by purchase all of the 
assets and business of the Pruden 
Wheel Corp., Gier Pressed Steel 
Co., the Auto Wheel Co., all of 
Lansing, Michigan, and the Weis 
& Lesh Mfg. Co. of Memphis, 
Tennessee. 

In 1923 purchased the steel 
wheel patents, factory and busi- 
ness of Forsyth Bros. Co. of Har- 
vey, Illinois. 

In 1923 purchased the Disteel 
Wheel Division of the Detroit 
Pressed Steel Co., thus acquiring 
a large number of steel wheel 
patents. 

During 1930, a stock interest 
was acquired in the Cleveland 
Welding Co., chiefly to protect 
Motor Wheel on demountable 
rims. This investment was dis- 
posed of October 1, 1935. 

Manufacturers wheels, hubs, 
brake drums and many other 
pressed metal parts for passen- 
gers automobiles and trucks, also 
wheels and other pressed metal 
parts for tractors, farm machin- 
ery and other industrial vehicles, 
etc. 


698 


After allowance for renegotia- 
tion, earnings for the fiscal year 
to end June 30, 1945, will prob- 
ably approximate the $2.33 a 
share of 1943-44. The $1.20 an- 
nual dividend may continue. 

This issue is better than ave- 
rage, because of the company’s 
fairly good recordand progress in 
diversification into . non-automo- 
tive fields. With favorable post- 
war prospects, this stock has at- 
traction. 


Lehigh Valley Coal 


Please give me some information on Le- 
high Valley Coal Corporation stock and 


oblige. 
J. B—Los Angeles, Calif. 

Increasing profits of the an- 
thracite mining industry during 
the war have been possible mainly 
because of a progressive increase 
since 1940 in working days a year, 
producing enough coal to satisfy 
the heavy wartime demand. 

The relationship between work- 
ing days and profits is noted in 
the report of the Lehigh Valley 
Coal Corporation for 1944. The 
normal working time of the in- 
dustry for the ten-year period 
1931-1940 averaged 184 days a 
year. 

That was because under the 
pre-war demand the industry had 
sufficient capacity to satisfy all 
consumer requirements by work- 
ing five days a week during the 
cold weather seasons and a lesser 
number of days weekly in the 
warm weather period. 

With the advent of war demand 
it became necessary to increase 
the rate of operations. In the 
case of the Lehigh Valley Coal 
working time rose 189 days in 
1940 to 301 days in 1944. 

With sales prices, wage rates 
and manpower remaining con- 
stant, the more working days the 
industry gets the lower will be 
its costs, since its idle day ex- 
pense must be absorbed in the 
cost of a ton of coal mined on 
working days. 

The Lehigh Valley’s profits 
from operations increased from 
$1,818,640 in 1940, a year of low 
operations, to $2,634,160 to 1944, 
when operations reached their 
maximum. Conversely carrying 
charges on idle properties dropped 
from $501,534 in 1940 to $94,905 
in 1944, 

As a result of these changes, 
plus a decrease of $209,000 in 
yearly interest charges, income 
rose from $1,522,568 in 1940 to 
$3,188,230 in 1944. Net income 
before minority interest advanced 


from $931,400 to $1,857,429. 

Net income for the year was 
equivalent to $8.11 a share on the 
227,409 shares of 6 per cent pre- 
ferred stock, arrears on which are 
$9,036,606, or about $40 a share. 
In 1943 the company made $5 a 
share on the preferred. 

In January stockholders of sub- 
sidiaries voted to merge as a first 
step in a reorganization plan de- 
signed to simplify the capital 
structure of the consolidated com- 
panies. 

The balance sheet as of Decem- 
ber 31, 1944 does not reflect that 
merger, but it does show an ad- 
justment in the balance sheet of 
the parent company only, by 
which investment in subsidiaries 
has been written down to an 
amount equal to its share in their 
net assets reflected by their ac- 
counts. 

The adjustment resulted in a 
reduction of $10,476,783, of which 
$2,642,319 was charged to surplus 
and $7,834,464 to the deficit ac- 
count. The directors are studying 
methods of eliminating that defi- 
cit through possible recapitaliza- 
tion of the corporation. 


Southern Pacific Debt Reduction 


In 1944 
_I know that Southern Pacific reduced 
its funded debt greatly since 1939, but 
would like to know how much it was re- 
duced in 1944? 


P. A., Belmar, N. J. 
The net decrease in 1944 in the 
debt of the Southern Pacific Sys- 
tem was $76,597,715, A. T. Mer- 
cier, president, said in his yearly 
report. This includes $8,036,125 
of bonds called for redemption 
which had not been presented for 
payment by December 31, 1944. 
Mr. Mercier also told stock- 
holders that the problems of re- 
conversion may be more severe in 
this territory than in other parts 
of the country, but it seems likely 
that result will be a substantial 
increase over prewar years in in- 
dustrial and other activity and 
consequently in railroad traffic. 


Commonwealth & Southern 

I am considering the purchase of 100 
shares of Commonwealth & Southern Com- 
mon Stock. 

Do you feel there are any possibilitics 
of profit in a transaction of this nature 
over a reasonable period of time? 

th. Newark, N. ie 

Under a recent recapitalization 
plan filed with the S.E.C., the 
company plans to issue one class 
of stock on the basis of 85% to 
preferred stockholders and 15% 
to common. The plan contemplates 


(Please turn to page 710) 
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CONCLUSIONS 


MONEY AND CREDIT—Adninistra- 
tion planners debate capital control as 
a transition and early post-war meas- 
ure, fearing inflationary pressure and 
competition with Government bonds. 


TRADE — Early Easter, merchandise 
shortages and money plethora lift retail 
sales to unprecedented altitudes. 


INDUSTRY—Sharp rise in new orders 
for durable goods foreshadows a com- 
ing deluge of shipments that will swamp 
the nation’s already overburdened 
transportation facilities. 


COMMODITIES—Car shortages and 
stepped up Army takings for export 
hold spot prices; but futures continue 
to sag under expectations of early end 
to war in Europe. 


The Business. Analyst 


Business Activity continues to yield slowl 
to transportation and labor shortages; but is still 
a trifle better than a year ago. On a per capita 
basis, however, our weekly business index is a 
point lower than a year ago. The earlier Easter 
this year has conspired with fears of merchandise 
shortages and a plethora of money to boost 
Retail Trade to unprecedented heights. Thus 
Department Store Sales in the week ended Mar. 
10 were 25% larger than a year ago in dollar 
value, compared with increases of 23%, for four 
weeks and 17%, for the year to date. 


* * 


Munitions production in January was 8%, lower 
than a year earlier; but New Orders for durable 
goods booked by manufacturers during the month 
jumped to 40% above last year—foreshadowing 
a deluge of shipments that will swamp the 
nation’s already overburdened transportation 
facilities. The outlook for delivering adequate 
supplies, military or civilian, during the spring 
and summer months, has been made more gloomy 
by a recent drastic cut in new tire quotas for the 
second quarter. 

* * 


It is generally agreed that War Needs must 
continue to have first call upon manpower, 
material and equipment until the end of Japan's 

(Please turn to the following page) 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b Mar. 14 1.81 1.85 1.79 0.43 : ‘ 
Cumulative from Mid-1940.__. _| Mar. 14 = 263.7 261.9 180.3 14.3 (Continued from page 699) 
armed resistance is in sight. For this reason re- 
FEDERAL GROSS DEBT—Sb Mocl4 «BAT Nek gen | ten ot neemat clean activities ‘ater VE 
day will be relatively insignificant. But it is not 
sufficiently appreciated as yet that, as military 
MONEY Fg selon requirements taper off, the scramble to fill ac- 
Demand Deposits—101 Cities... Mar. 14 37.6 37.1 33.4 24.3 cumulated domestic and forei def : 
ds . gn needs for Ameri- 
Currency in Circulation... Mar. 14 25.9 25.9 21.0 10.7 con goede ond esrtess wil cnctle dvilies 
business, and hence employment, to pick up 
BANK DEBITS—13-Week Avge. momentum and go full speed ahead under its 
New York City—$b. Mar. 14 6.75 6.75 5.66 3.92| own steam for years to come Without Aid of 
100 Other Cities—$b...._ Mar. 14 7.93 7.99 7.63 5.57| Government Crutches. 
* * * 
INCOME PARTS te (ed) Jon. 13.32 1440 1254 8.11 
alaries & Wages (cd)... Jan. 9.50 9.66 9.04 5.56 Toil hh ; 
interest & Dividends (cd)____| Jan. a ae Se cenenennnsrnedabaiacigs# 
fam Medating income (es). rat 155 1:70 154 1.21| in the earlier post-war years could only overload 
Includ’g Govt. Payments (ag)......... Jan. 1.64 1.75 1.63 1.28| the machinery of production and distribution, 
thereby delaying, perhaps disastrously, the re- 
storation of world order needed to preserve our 
CIVILIAN EMPLOYMENT (cb)m Feb. 50.5 50.1 50.2 50.4 present civilization. Government blueprints for aid 
—— Roplounnst a Feb. 6.8 6.7 6.1 77 | 65 tol inns talk te on tee deel 
mployees, Manufacturing (Ib)... Jan. 15.5 15.6 16.8 13.6 : 
Employees, Government (Ib)... yang 59 6.1 5.8 45 storage. Better still, tear them up. They won't be 
UNEMPLOYMENT (cb) m Feb. 0.9 0.8 0.9 3.4 needed until the real post-war depression knocks 
p p 
at the door—perhaps in the late 1950s—and by 
that time they will be obsolete. 
—e EMPLOYMENT (Ib4) Jan. 160 161 175 147 
Durable Goods Jan. 215 216 242 175 2 Oe 
Non-Durable Goods _....... 2 Jan. 116 118 122 123 
FACTORY PAYROLLS (1b4) Dec. 331 327 345 196 In fact the force of current events is already 
spotlighting the necessity for Restraints Rather 
pers ml a & WAGES (ib) ™ 48 40.3. | Tham Aids. The world is about to be awakened 
iti... aq ane 94 ae 78.1 with a jolt from its beautiful dream of America 
Weekly Wage ($) nnnnnaannnncnncnennm Dec. 47.45 46.86 44.58 31.79 | 9s a land of inexhaustable resources. So great 
is competition between the military, civilians, 
foreign relief, lend-lease and foreign governments 
“a1. (Ib2) Mar. 10 105.1 105.0 ig at for America's food, raw materials and industrial 
atail (cdlb) Jan. 139.7 139.6 ‘ i equipment that War Mobilizer Byrnes has had 
to set up an inter-agency committee to correlate 
COST OF LIVING (Ib3) Jan. 27.) 1970 (tee «G2 | Moe coments. 
Food Jan. 137.3 137.4 136.1 113.1 
Clothing Jan. 143.0 142.8 134.7 113.8 i 
Rent _.... Jan. 108.3 108.3 108.1 107.8 | 
There will be grumbling by claimants whose 
RETAIL TRADE demands are scaled down; but drastic measures 
sooth yc Mal $b.____. _~ en a = — must be taken now, and post-war, to save our 
piakeniaaces ron an. 5 d F . . ‘ . 
ites Baads nln. ee 472 6.44 4.23 3.53 | domestic economy from exhaustion by bleeding. 
Dep't Store Sales (mrb) $b... a 0.45 0.88 0.38 0.40| With this in mind the House, in voting to extend 
Chain Store Sales (ca) i Jan. 199 191 188 151 Lend-Lease another year, has inserted provi- 
sions against using the measure for post-war 
MANUFACTURERS’ relief, reconstruction or rehabilitation. One imme- 
ay  ypdlaesemmemmann Jan. 352 327 276 oe diate result of these moves has been a sharp cut 
ee eee Jan. 543 478 411 in’ meat apportioned to our own civilian popula- 
Non-D le G eee es sid meee 
nce (ed3) Tela poets om ni rod pd re tion and an 87!/.% slash in meat to be set aside 
Durable Goods .___ me Jan. 366 391 364 220 for export to England. 
Non-Durable Goods | Jan. 206 207 182 155 
* * * 
BUSINESS INVENTORIES—$b 
End of Menth (cd) —Total_ Jan. 26.4 26.6 27.6 26.7 The foregoing remarks should be qualified by 
ee er SS a ~ ye yd pe er the observation that current shortages are in some 
Retailers’ x hoe 58 5.9 6.0 72 measure attributable to last year's faulty “guesti- 
Dept. Store Stocks (rb2) Jan. 147 136 154 139 mates” as to Nazi endurance. Opinions of even 
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PRODUCTION AND TRANSPORTATION 
a y Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND QUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—1I—pc Mar. 10 159.0 159.7 160.4 141.8 , 
— (M. W. S.)—I—np. | Mar. 10 «170.8 =—171.7) 170.6 = 146.5 (Continued from page 700) 
INDUSTRIAL PRODUCTION (rb3)| Jan. 234 232 243 174 the most exalted Planners can err—just like mine 
Durable Goods, Mfr. —__- Jan. 344 343 369 215 | and yours; but when a national planner with 
n re- Non-Durable Goods, Mfr. . Jan. 176 173 176 14] authority guesses wrong the whole nation, or even 
V-E the world, suffers. If a private individual thinks 
ne CARLOADINGS—t—Total Mar. 10 766 785 780 833 crooked, the consequences are mostly local and 
. Manufactures & Miscellaneous.......... Mar. 10 384 389 373 379 can be remedied without a social upheavel. This 
itary Mdse. L. C. L. Mar. 10 98 107 104 156 alone, if there were no other objections, should 
/ ace Coal Mar. 10 157 163 171 150 convince one that Statism, in whatever guise, 
neri- Grain ..... Mar. 10 41 41 46 43 can not bring welfare to the masses. It can 
Se benefit temporarily, only the favored few who 
ilian ELEC. POWER Output (K.w.H.)m Mar. 10 4,446 4,472 4,426 3,269 gain entrance to the a. circle of top planners. 
Up Absolute rulers have been scornful of their sub- 
r its oo fom Jon 1 ” aa Le aa er ae oe jects throughout history and still are today. 
i of ae Jan. 49.7 57.2 53.6 61.8 e * * 
PETROLEUM—(bblis.) m Administration planners are now talking about 
Crude Output, Semen ea Mar. 10 4.8 4.8 4.4 4.1 Capital Control as a transition and early post- 
co Met 2 SBE SA | aot monnnn hey sou the ome! 
ect E . ae ‘ : x . : who may raise tunds tor what, how much an 
ae Fieating Oil Stocks... =... Mar. 10 27.0 28.1 32.7 54.8 when, fearing that Reconversion, if left to pri- 
tion LUMBER, Prod. (bd. ft.) m Mar. 10 523 512 580 632 Me vbbseincsange might __ phan PS 
‘ Stocks, End. Mo. (bd. ft.) b....... Feb. 3.5 3.8 3.5 12.6 eeneseny ee Coe See ee gues 
re- : ment bonds. Doubtless reconversion will be none 
our | | | STEEL INGOT PROD. _ m Feb. 6.66 7.20 7.19 6.96 | to swift if issuance of new securities has to wait 
pre Cumulative from Jan. Vo | Feb. 13.9 720 14.8  74.69| upon the sanction of bwreaucratic red tape 
| processes. 
ead ENGINEERING CONSTRUCTION a 
+ be AWARDS (en) $m Mar. 15 40.8 41.9 29.4 93.5 
ocks Cumulative from Jam. bocce Mar. 15 319 279 388 = 5,692 Meanwhile a flood of Corporate Bond Re- 
™ MISCELLANEOUS funding to take advantage of falling interest 
rates is being planned to follow the Seventh 
Paperboard, New Orders (st)t......... Mar. 10 178 181 153 165 War Loan drive—an eminently practical method 
U. S. Newsprint Consumption il Feb. 175 185 182 352 of curbing the rise in bond prices. By contrast, 
Do., Stocks, End Mo... : Feb. 492 489 451 523 the Government's plan to prolong the drought 
Whiskey Production (tax ‘gals. Jr. - Jan. 25.9 0 0 11.8 in new security issues can only enhance the market 
- Do., Tax paid Withdrawals... Jan. 5.5 5.8 3.9 8.1 value of outstanding stocks and bonds. 
an Do., Stocks, End Mo... | Jan. 336 317 380 506 
her : 
ned ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
nes Dep't., Jan. 1939—I100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't., (1935-9—100) using Labor Bureau and other data 
net en—Engineering News-Record. |—Seasonally adjusted index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor 
Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
ans, data. np—Without compensation for population growth. pc—per capita basis. rb2—Federal Reserve Board, adjusted index (end Mo.) 
ants 1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C 
rial 
rad THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
t 
" No. of eoentntiastene SME Velbininns <enennceniatie (Nov. 14, 1936, CL—100) High Low Mar.10 Mar. 17 
Issues (1925 Close—100) High Low Mar.10 Mar. 17 100 HIGH PRICED STOCKS. 79.56 73.59 77.69 79.56G 
290 COMBINED AVERAGE ....... 118.1 105.0 113.3 115.7 100 LOW PRICED STOCKS... 132.91 112.22 124.69 126.98 
4 Agricultural Implements _.. 177.5 166.5 169.9 170.9 6 Investment Trusts ss 50.2 44.7 48.3 49.5 
10 Aircraft (1927 Cl—100)..... 175.6 156.0 165.1 168.7 3 Liquor (1927 Cl sitet 443.0 391.0 424.6 441.3 
ose 6 Air Lines (1934 Cl_—100)..... 640.4 559.6 573.1 640.4Z 8 Machinery __ .. 156.0 137.5 151.8 156.0G 
res S Amusement 222s 2 95.7 81.8 82.2 82.0 2 Mail Order ......... .. 102.9 96.7 100.8 102.96 
sur 13 Automobile Accessories ..... 207.3 178.2 194.7 199.3 3 Meat Packing 88.2 68.6 78.0 78.5 
" 12 Automobiles ence =. 407 33.8 38.3 38.7 1! Metals, non- Ferrous _..._ 173.3 149.0 165.5 168.2 
- 3 Baking (1926 Cl—100) 16.1 14.3 15.2 15.3 3 Paper 21.4 18.9 20.8 21.2 
ind 3 Business Machines ............. 245.2 221.3 224.4 232.9 22 Fetrolmam: NORE 142.5 161.1 163.1 
vi- 2 Bus Lines (1926 Cl—100).. 160.3 123.5 151.9 154.4 19 Public Utilities 69.6 55.4 66.8 67.8 
is {tim 204.1 189.2 199.6 199.8 5 Radio (1927 Cl—100).. 314 279 287 292 
hss 4 Communication J Ge 73.5 83.0 85.2G 7 Railroad ae ) 68.9 75.6 77.8 
13 Gonsiruction: 2.222 . 49.4 42.3 46.8 47.2 AV Weitere a 21.4 25.7 27.1 
cut 7 Containers 313.3 276.5 305.8 308.6 2 Shipbuilding _. We 96.6 103.8 114.5C 
la- 8 Copper and Brass ................. _ sae 75.3 77.2 79.4 S Som Oeinke ne AS 408.1 413.3 417.6 
de 2 iba) froqucts SZ 47.6 51.0 53.2 N 12 Steet and fron CCI 82.8 90.9 90.9 
5 Department Stores _ 453 39.8 42.5 45.3 P 3 Sugar 58.1 55.8 55.8 56.4 
5 Drugs and Toilet Articles... 127.3 119.5 121.2 121.2 2 Sulphur 191.7 173.5 190.5 19L.7A 
2 Finance C i 240.5 222.1 232.7 235.6 3 Textiles 65.7 58.5 61.5 64.9 
7 Food Brands ccm . 149.4 134.5 145.1 145.8 3 Tires and Rubber... 37.8 34.0 36.6 36.9 
2 FOGG Stare oss OIE 56.1 62.0 62.8 5 Tobacco 76.5 67.5 73.2 73.2 
by 4 Furniture 89.8 83.3 85.9 86.8 2 Variety Stores _..________.- 266.4 255.6 261.3 266.4 G 
vie 3 Gold Mining —..____. 1096.0 938.3 1035.9 1043.4 21 Unclassified (1944 Cl—100) 108.8 100.0 102.7 104.8 
ti New HIGH since: A—1943; C—1941; G—1937; N—1931; P—1930. Z—New all-time HIGH. 
en 
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Trend of Commodities 


Commodity futures continued to sag during the past 
4 fortnight under the widely held belief that Germany's 
organized resistance will crumble within a few months. Spot 
prices, on the other hand, continue to hold around their 
war-time highs, owing mainly to the shortage of cars for 
moving grains to market and stepped up demands by the 
military for export wheat. Private estimates look for only 
18.5 million acres to be planted to cotton this year, against 
20 million last year which was the smallest since 1895. 
Chief reason for converting cotton acreage to other crops 
this year is that hand labor is now scarce and costly. Effect 
| of such curtailment will be negligible; since the Govern- 

ment now has nearly a two years’ supply in storage. 
Paradox of declining futures and firm spot prices is ex- 








‘plained by the law obligating the Government to support 
prices of major farm products for two years after the war— 
at 90%, of, but not at, parity. The Senate Banking Committee 
has approved a measure authorizing the R. F. C. to hand 
out nearly $1.5 billion in the next fiscal year to subsidize meat, 
butter, flour, petroleum and rubber products, copper, lead 
and zinc. Total subsidies including CCC authorization will 
amount to around $2.2 billion for the 1945-6 fiscal year. 
For some months after V-E day domestic supply of a num- 
ber of food items will remain critically short. Grain may 
become more plentiful this winter, following more nearly 
normal harvests in Allied countries abroad which were 
liberated in time for spring planting; but the world meat 
shortage may persist for several years. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 
Mar.17 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities _..._ 183.6 183.6 183.3 182.9 182.4 181.0 156.9 
11 Import Commodities __ 169.0 169.0 169.0 168.7 168.7 168.3 157.5 
17 Domestic Commodities — 193.7 193.7 193.2 191.7 191.8 189.8 156.6 


COMMODITY FUTURES INDEX 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High ____. 98.66 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low _..... 94.52 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
702 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 
Mar.17 Ago Ago Ago Ago Ago 1941 
7 Domestic Agricultural. 226.0 226.3 224.8 221.0 222.2 223.4 163.9 





12 Foodstuffs 209.0 209.2 208.4 205.8 207.0 207.6 199.9 
16 Raw Industrials 166.4 166.4 166.4 166.3 165.7 163.2 148.2 
RAW MATERIALS SPOT INDEX 
DEC. JAN. FEB. MAR. 
100 



































14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1945 1944 1943 1942 1941 1939 1938 1937 
High 97.7 97.6 96.0 89.1 85.7 783 654 91.5 
Low ..... 96.7 94.9 89.3 86.1 74.3 61.4 57.5 64.7 
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A Realistic Appraisal of 
War-Time Savings 


(Continued from page 675) 
ter, then, demand deposits as- 
sume a somewhat greater impor- 
tance, as does their distribution 
among the various income and 
occupational groups. 

On basis of sample tests un- 
dertaken by the Department of 
Commerce, nearly half (47%) of 
individual demand deposits ($29 
billion) or some $13.60 billion are 
held by owners of unincorporated 
business enterprises. The bulk of 
this amount, it is a reasonable 
expectation, will go back into 
business. “Other individuals” are 
estimated to hold about 44% of 
individual demand deposits, or 
some $12.70 billion, with the far- 
mers’ share about 9% or some 
$2.60 billion. The latter two 
amounts totalling some $15.30 
billion should possess the rela- 
——" greatest spending poten- 
tial. 








Percentage Distribution of 


Demand Deposits 
(by type of individual) 
Clerical employees 
Non-defense employees 
Defense employees 
Ss 


x 














Govt. employees 
Supervisory employees eee 
Executives . 
Doctors . 
OER PRCT en Ape nee Oe eek oe 
Engineers . 
Accountants 
Lawyers 
Teachers .. fee 
Members of armed forces... nccccnencnenon 
Retired people 
Mise. and unclassified cece 
Farmers... 
Retail trade 
Wholesale trade ... 
Manufacturing 
Service . 
Construction 
Finance 
Mise. and unclassified oo cececccce nnn 
TOTAL** 
Source: Survey of Current Business. 
** 100% equal $29 billion. 


Of the estimated $13.60 bil- 
lion demand deposits held by 
unincorporated business, retail 
trade held nearly 45% or about 
$6.13 billion; wholesale trade 
11% or $1.50 billion; construction 
enterprises 10% or $1.36 billion; 
finance and services each about 
8% or some $1.09 billion. These 
amounts are likely to be expended 
in accordance with postwar needs 
of these business groups, mainly 
for replacement of inventories. 

As to distribution of demand 
deposits among “other individ- 
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uals” that is workers, employ- 
ees, professional men, etc., some 
interesting points are indicated. 
Their total holdings are esti- 
mated at about $12.70 billion; 
the portions held by various oc- 
cupational groups are listed on 
the accompanying table, in form 
of estimated percentages of the 
grand total of $29 billion. They 
are the real postwar spenders, 
their needs and purchasing power 
constitute the main support of 
the expected broad postwar mar- 
ket for consumer goods. 

We find, for instance, that de- 
fense workers did relatively little 
saving in the form of demand 
deposits; a goodly part is prob- 
ably held in cash or savings de- 
posits. But there is also evidence 
that much of high war worker 
income has been or is being 
spent, particularly by younger 
war workers who may have little 
or no savings. Those who did salt 
away part of their income belong 
chiefly to older age groups. In 
contrast, professional groups ap- 
pear to have the highest percen- 
tages of savings. 

According to percentage esti- 
mates, defense workers probably 
hold no more than 5% of the 
demand deposits of “other indi- 
viduals” ($12.70 billion) or some- 
thing like $500 million. An equal 
percentage and amount is esti- 
mated to be held by non-defense 
workers, with clerical employees 
holding only about 4%. Total 
holdings of workers and employ- 
ees come to no more than 15% 
or about $1.90 billion. Salesmen 
are estimated to hold 7% or $890 
million and supervisory employ- 
ees 6% or $760 million. 

On the other hand, the per- 
centage distribution points to 
heavy concentration of demand 
deposits among executives (18% 
or $2.24 billion); professional 
men (22% or $2.80 billion) and 
retired people (16% or $2.04 bil- 
lion). In the professional group, 
lawyers account for 9% and doc- 
tors for 6%. 

All these percentages, and the 
dollar amounts they imply, must 
of course be taken with certain 
reservations. Based on a rela- 
tively small sample, their projec- 
tion can hardly be very accurate 
and is subject to revision. But 
they do possess a certain basic 
value, permitting derivation of 
certain spending implications of 
interest to business and industry 
in plotting postwar consumer 

(Please turn to page 704) 


NOTE—From time to time, in this space, 
there will appear an article which we hope 
will be of interest to our fellow Americans. 


This is an extra article of a series. 
ScHENLEY DistTitLtERs Corp., New YorK 


Salute! 


One of our Schenley boys is 
back home. The Gripsholm brought 
him back. He was pilot of a bomber, 
and on his thirty-third mission, his 
ship was crippled over enemy terri- 
tory. His *chute was crippled too, 
but he landed where the snow was 
eight feet deep and that saved his 
life—that and something else. We'll 
tell you more about that “something 
else” later on. 


When this fine lad (just like 
yours and mine) regained conscious- 
ness, he found himself in the hospi- 
tal barracks in a German prison camp. 
For nearly a year he was “behind the 
wire;” then he was exchanged and is 
home once more. He’s going to be 
perfectly well again—for civil life, 
and as soon as the Army flashes the 
green light on him, he’ll be back at 
Schenley. You can wager that he'll do 
a better job than he ever did before, 
because he’s got something he never 


had before. 


And now, more about that “some- 
thing else.” We wish you could hear 
this fine lad tell you in person, as 


he told us, what the RED CROSS 
did for him, and thousands like him, 
when he landed in the snow and 
while he was a prisoner. We know 
what would happen to you. You'd 
reach for your check book or down 
in your “jeans” and the RED CROSS 
would get a contribution from you— 
bigger than any you have made be- 
fore. The gratitude of these boys is 
the biggest “dividend” we'll ever re- 
ceive. The money we give, is the 
soundest “investment” we have ever 
made. 
RED CROSS! SALUTE! 
MARK MERIT 


OF SCHENLEY DisTILLers Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave., N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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(Continued from page 703) 


markets and consumer potentials. 

The statistical exhibit reveals, 
above all, a very uneven distri- 
bution of deposits with some 
56% of the holdings of “other 
individuals” or $7.08 billion, con- 
centrated among executives, pro- 
fessional men and retired people. 
All other occupational groups 
hold only about $3.56 billion; 
$2.61 billion are held by farmers. 

What does this mean to the 
businessman? It would suggest, 
above all, a far smaller postwar 
spending potential than hereto- 
fore commonly assumed. It would 
mean that postwar goods will 
hardly sell themselves and must 
still be sold; that postwar mar- 
kets, except in certain categories 
where the “catching-up process” 
is delayed, will hardly be the 
kind of sellers’ market one fre- 
quently hears about in optimistic 
postwar projections. 

Apparently the purchasing 
power of the worker group is not 
as great as many think and sav- 
ings of the white collar class are 
equally limited; so is their re- 
spective spending potential. On 
the other hand, the high concen- 
tration of savings among the up- 
per income brackets should sug- 
gest excellent postwar markets 
for higher priced goods and lux- 
ury goods (tax policy permit- 
ting); but it must also be con- 
sidered that the savings of this 
group, though far exceeding 
those of workers and employees 
in actual amount, have not nearly 
the same volatility factor as their 
diffusion is far less. 

The relatively small demand de- 
posits of workers and employees 
may make for greater spending 
volatility of their savings in- 
vested in war bonds. By the same 
token, the high savings concen- 
tration among upper income 
groups is likely to spur the de- 
mand for all kinds of investment 
media. Only a limited portion of 
their liquid savings can and will 
be expended; the remainder 
sooner or later will flow into in- 
vestments. 

These conclusions have not 
taken into account one important 
factor: Postwar spending out of 
current income. Nor can they 
give proper weight to the restric- 
tive impact of possible regional 
shifts that may occur after the 
war. As to genuine savings de- 
posits (time deposits), the 
chances are that their owners will 
act as they did after the last war, 
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that is leave them undisturbed 
and even add to them as long as 
earnings permit. 

Postwar spending of course 
will be enormously influenced by 
the general economic environ- 
ment we shall have, by the sense 
of economic security of the in- 
dividual. This is only one of the 
number of imponderables that 
will govern the outlook. 





Surveying and Forecasting 
the Bond Market 


(Continued from page 682) 
the highly speculative defaulted 
issues in any group. 

Obviously the problem of in- 
vesting money safely to obtain an 
“attractive” yield is becoming 
more and more difficult. Both in- 
stitutional and private buyers are 
now willing to buy bonds which 
they would never have considered 
a few years ago. Bonds which 
have struggled back to par from 
the 30s or 40s (like International 
Tel. bonds and many others) seem 
thereby to acquire a halo of re- 
spectability. 

The scarcity of high grade 
bonds suggests iittle change in the 
near future as to market prices 
and yields. The search for in- 
come, it would seem, continues 
unabated; for the visible future, 
there is no sign of a change in 
these conditions. Elsewhere, too, 
there have been some striking re- 
flections of the universal tendency 
towards lower interest rates 
though speculative bonds, notably 
in the railroad sector, recently 
suffered a sharp two-day decline 
in common with the stock market. 
Since then, there has been a mod- 
erate recovery. The firmness in 
lower medium grade rails even 
during recent weakness in specu- 
lative markets generally strength- 
ens the impression that many of 
them may be refunded during the 
next year or so. This prospect 
increasingly influences the price 
behavior of a good many issues. 

On the whole, the likelihood of 
any great changes in bond yields 
during the foreseeable future is 
slim. This assumption is based on 
realization that the monetary au- 
thorities have the aim, as well 
as the means, of maintaining low 
interest rates for a considerable 
period ahead, on the existence of 
a vast amount of funds seeking 
investment in bonds and on the 
fact that an extended period of 
stabilized interest rates, in itself, 





tends to cause a lowering of rates 
in longer maturity ranges, when 
the short term rates are pegged. 
This of course applies essentially 
to high grade and medium grade 
bonds, possibly also to second 
grade issues under present un- 
usual money market conditions. 
Speculative issues, on the other 
hand, will continue to be influ- 
enced by outside factors with no 
direct relationship to money mar- 
ket considerations. The recent 
break in speculative railroad 
bonds in sympathy with the stock 
market decline is an example. 
The accompanying table lists a 
number of issues in various cate- 
gories which appear relatively at- 
tractive at present, judged by 
group averages and prevailing 
market conditions. Selections 
therefrom must of course be made 
in accord with varying investor 
aims and requirements, whether 
absolute safety of capital is more 
important than yield or whether 
the income factor is of paramount 
importance. Thus any selection 
should by no means be arbitrary. 





Prospects for Farm 
Machinery 





(Continued from page 690) 
liquidating through direct econ- 
omies and additional production, 
and ability to pay is well assured, 
the outlook for implement manu- 
facturers is about as strongly de- 
finable as anything can be under 
current conditions. Profit margins 
on this potential business will of 
course be subject to present re- 
strictions until the _ elimina- 
tion of price ceilings and EPT, 
but thereafter they should im- 
prove. Competitive price factors 
in this industry have always been 
rather satisfactory as the well 
entrenched sellers object to con- 
stant or radical price changes. 
Results in immediate postwar 
years thus may well become more 
pleasing to stockholders than for 
some time past. 

Manufacturers in this indus- 
try are alive to the _possibili- 
ties of trade expansion both at 
home and abroad by product 
improvement and adaptation of 
new items to exploit markets 
hitherto more or less neglected. 
The mechanical cotton picker, for 
instance, has a promising future, 
while small combines of moder- 
ate cost are making great head- 
way. Particular attention is di- 
rected to the production of power 
units for use by small farmers, 
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with tractors not much larger 
than a lawn-mower designed for 
the average Victory gardener. Of 
the nation’s 6,097,000 farms, a 
great number previously consi- 
dered too small for mechanization 
now promise to become future 
customers. 

Domestic markets of course will 
provide only part of future vol- 
ume. Most of the leading com- 
panies, notably International Har- 
vester, Deere and Allis Chalmers 
have plants or selling agencies 
abroad, thus are well situated to 
get their full share of available 
foreign business. European sales 
should be very substantial after 
the war when rehabilitation of 
agricultural economies in war- 
torn countries will be a paramount 
consideration. Hardly a nation on 
the globe can be found that is 
not to some extent a potential 
customer of the American farm 
machinery industry. Substantial 
shortages of equipment exist in 
South American countries, for in- 
stance, and the mechanization 
programs interrupted by the war 
will undoubtedly be resumed on 
Australian 
and Canadian demand for small 
implements promises to be espe- 
cially substantial. Even Russia 
will probably be in the market 
for large quantities of equipment. 

Financially, the industry as a 
whole is in an exceptionally good 
position. Company reports show 
strong cash resources, sharp re- 
duction in receivables and rela- 
tively low inventories. As a re- 
sult, most companies in the field 
may not have to resort to bor- 
rowing in the postwar era. 

Reflecting the favorable post- 
war potentials, shares of farm 
machinery makers earlier in the 
war period have shown an above 
average upward trend but more 
recently they have lagged behind 
the general market, probably due 
to disappointing current earnings 
rather than any doubt as to longer 
range prospects. Thus currently, 
our group index for implement 
makers is only about 15% above 
the 1944 low, compared with a 
40% advance of our broad Com- 
bined Average. Still price-earn- 
ings ratios for the most part are 
by no means low, though there 
are exceptions such as Allis- 
Chalmers, Minneapolis-Moline and 
Oliver Corporation which are 
modestly priced in relation to cur- 
rent net. Yields on the other hand 
are no longer attractive with the 
exception of Oliver Corporation 
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which at 5% still offers a satis- 
factory return. On the whole, fu- 
ture appreciation potentials of 
farm equipment shares appear to 
depend on attainment of normal 
peace-time operating margins 
rather than on business prospects, 
the excellence of which is unques- 
tioned. 





Business Machine Industry 
Looks to Peace 





(Continued from page 693) 


would accrue to the manufactur- 
ers before most of the over-used 
equipment could be sold. Also, in- 
dications are that postwar shrink- 
age of large Government bureaus 
needing office equipment may be 
less than supposed. More impor- 
tant is the certainty that busi- 
ness both here and abroad must 
and will want the most efficient 
and up-to-date machines as a 
requisite of efficient cost control 
and progress in the peace-time 
struggle for markets. Thus exis- 
tence of a large pool of used ma- 
chines is likely to effect new pro- 
duction only in limited degree; 
a good deal could be disposed of 


in foreign markets. Moreover, 
some arrangement will probably 
be reached between the Govern- 
ment and industry to market in 
an orderly fashion at least a good 
portion of surplus equipment. 

Once the supply of second-hand 
machinery has been digested, the 
long-term secular growth of de- 
mand should again make itself 
felt, both here and abroad. From 
the strictly longer range view- 
point, industry prospects are 
bright; there is ample reason to 
doubt that the saturation point 
in original equipment is approach- 
ing. Exports, normally important 
to the industry, should be greatly 
aided by at least temporary elimi- 
nation of European competitors, 
such as Germany in non-Euro- 
pean markets. Prior to the war, 
about 20% of domestic output 
was exported and foreign ship- 
ments should rise appreciably for 
a number of years at least. 

The major share of office ap- 
pliance production is in relatively 
few hands but despite this con- 
centration of production, compe- 
tition is generally keen, especially 
in the typewriter field. In addi- 
tion, inter-product competition 

(Please turn to page 706) 
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may intensify gradually as re- 
search and new developments 
broaden the potential uses of ex- 
isting types of equipment. Thus 
the tabulating and computing 
equipment of International Busi- 
ness Machines and Remington 
Rand competes indirectly in some 
accounting functions with totally 
dissimilar products of Underwood 
and Burroughs. Such examples 
may be multiplied in future years. 

Normally, office appliance mak- 
ers show larger earnings fluctua- 
tions than industrial companies 
as a group. Essentially, this can 
be traced to greater than average 
sales volatility and the fact that 
profit margins in many instances 
vary directly with volume. Inter- 
national Business Machines, 
among a few others, is an excep- 
tion in that as much as 75% of 
its revenues may come from the 
rental rather than the sale of 
machines. Sales of related sup- 
plies, in increasing measure, has 
however become a stabilizing ele- 
ment in some instances. On the 
other hand, selling and overhead 
expenses are proportionately high 
and in most cases comparatively 
inflexible under normal conditions, 
thus exerting a powerful lever 
on final profits. This latter factor, 
however, may be somewhat less 
pronounced in the immediate post- 
war era. 

Marketwise, office equipment 
shares have done somewhat bet- 
ter than average and on the whole 
appear adequately priced in rela- 
tion to current and prewar earn- 
ings. If the latter would be any 
criterion of postwar potentials, 
future prospects would be largely 
discounted but existing growth 
potentials and the promise of tax 
relief and improved. profit mar- 
gins with full return to regular 
output points to at least tempo- 
rarily greater earning power in 
the postwar era. On this premise, 
there should be further room for 
price enhancement. International 
Business Machines, though high- 
priced, still has some attraction 
as a conservative growth equity 
while in the more cyclical cate- 
gories, National Cash Register, 
Remington Rand, and Underwood 
appear to have longer term ap- 
preciation possibilities. Royal 
Typewriter and Smith Corona 
should benefit from the widening 
market for portable typewriters; 
in the former case, this prospect 
finds reflection in a rather high 
ratio of market price to current 
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earnings. In all cases, these are 
long range expectations; in view 
of current earnings trends, im- 
mediate appreciation prospects 
are no more than average. 





Clues to 1945 Earnings 
Trends 





(Continued from page 680) 
earned on the slightly larger total 
of $13,147 million in 1944. Of 
equal interest are the individual 
group percentages shown, not 
greatly varying between the two 
years for individual groups, but 
showing a far broader range of 
results for the different indus- 
tries comprising the list. 

The steel group for two con- 
secutive years earned only slight- 
ly over 5% on its huge invested 
capital and _ surplus, whereas 
wider profit margins carried the 
drugs, automotive and machine 
tool groups to top place with 
close to 14% ; the beverage group 
with 15% ranks first in the list. 
The combined average return on 
net worth of all the groups last 
year was 8.8%, only slightly be- 
hind the 8.9 return of the pre- 
vious year. 

Compilations somewhat similar, 
but not identical in form, cover- 
ing several prior years show the 
following earnings to net worth 
ratios; 1940 — 10.38%, 1941 — 
12.4%, 1942 — 10.1%. The down- 
trend since the latter years is by 
no means wholly or largely due 
to changes in profits; a wide- 
spread increase in net worth was 
an important factor. The trend 
may quickly reverse its direction 
when war taxes come down and 
more liberal price policies permit 
wider spreads. On the whole, the 
war-time rate of return on net 
worth compares favorably with 
long-term prewar results, based 
on similar but even more compre- 
hensive samples. 

From these records it appears 
that over a twenty year period, 
1925-44, average net earnings of 
our leading manufacturing con- 
cerns amounted to about 8% of 
their net worth. During periods 
of cyclical variation, this rate 
naturally rose and fell. During 
the five-year boom period between 
1925 and 1929, for instance, the 
figure rose sharply to 11%, de- 
clining abruptly during the de- 
pression years of 1930-34 to a 
modest 3% after allowance for 





Have you given a pint of blood 
to the Red Cross lately? 











many deficits. Recovery in the 
1935-39 period brought the rate 
up to 8%, while tremendous vol- 
ume of war sales produced an 


average return of 10% from 


1940-44, 

War volume appears to have 
stimulated net profits of smaller 
concerns to a greater degree than 
has been the case with the more 
important units of our industrial 
structure. This is quite under- 
standable, as at the start of war 
a large number of marginal con- 
cerns dragging along with little 
or no business on their books 
suddenly were thrust into capa- 
city operations, with unaccus- 
tomed profit results. 

As important as the earnings 
aspect is the further growth of 
net worth during 1944 for the 
many groups represented. Figures 
shown are after payment of divi- 
dends, although they may be re- 
duced somewhat as a result of 
renegotiation. Dividend distribu- 
tions during the war period have 
been progressively liberal, gener- 
ally speaking, and during 1944 
exhibited a substantial upward 
trend. The accumulation of cash 
resources, despite the multiple 
forces making for narrowing pro- 
fit margins in many instances, on 
the whole permitted continuance 
of fairly generous dividend poli- 
cies, indicative of the current 
sound financial position of most 
sectors of our industry. The lat- 
ter finds added reflection in fur- 
ther addition to contingency re- 
serves; had reserve policies been 
less liberal, net profits in many 
cases would have been higher. 


Perhaps the most significant 
conclusion to be drawn from a 
study of 1944 earnings reports is 
that results in. spite of many 
complicating factors have been 
quite well maintained, on the 
whole, though there are numerous 
exceptions. These are chiefly 
found among companies and in- 
dustries with high wage ratios, 
reflecting pressure of rising wage 
costs against price ceilings. An 
outstanding example is the steel 
industry. U. S. Steel, for instance, 
made and sold more goods last 
year than ever before in its his- 
tory but net profits declined to 
$4.09 per share from $4.30 in 
1943; net income was less than 
two-thirds the average of the 
decade of the Twenties’. It was 
mainly rising labor costs that 
cut into income. The firm’s 
annual report shows that de- 
spite a 7.5 decline in the av- 
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erage number of workers em- 
ployed during the year, and an 
indicated reduction of overtime, 
total wage payments increased 
4.9%. The steel industry of 
course had to contend with last 
year’s wage awards which cost 
the corporation an estimated $30 
million. Interim price advances 
granted only partly offset the 
higher costs. As a result, net 
earnings for the year, with $60.9 
million were at the lowest level 
since 1939. 

On the whole, the outlook for 
1945 points to relatively little 
change in the industrial earnings 
picture, that is trends observed 
in 1944 are likely to continue until 
the end of the European war. 
Thereafter, the expectation is for 
conflicting earnings experience de- 
pending on varying reconversion 
aspects in the various industries. 
At the moment, these are hardly 
predictable but where volume 
falls off, the existing price-cost 
squeeze is bound to become far 
more severe, if only temporarily. 
On the other hand, strictly civil- 
ian industries with gradual relax- 
ation of restrictions should be 
able to forge ahead earningswise, 
if only on volume considerations. 





What About Rail Equipments 





(Continued from page 689) 

the latter expected eventually to 
total 3000. All in all, the locomo- 
tive companies will be kept busy 
for several years to come, at 
least, with the export potential 
an outstanding feature in the 
postwar outlook. 

Manufacturers of freight and 
tank cars should also experi- 
ence heavy demand when raw ma- 
terials become plentiful enough 
to expand production schedules 
now restricted by military consi- 
derations. The toll of obsolescence 
has been heavy on this type of 
rolling stock during the war, with 
huge mileage records piled up for 
much battered equipment. The 
efficient new freight car of to- 
morrow will be designed to lower 
operating costs of the railroads. 
Present standard length of 40 feet 
6 inches will be increased to 60 
feet, with lighter weight and ball 
bearings. Modern accessories in 
lavee valume will he required to 
equip thousands of these new 
cars, thus benefitting concerns 
such as Poor Co., American 
Steel Foundries and National Mal- 
leable. Even as of today, Wes- 

(Please turn to page 708) 
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“Call for 
PHILIP MORRIS” 


New York, N. Y 
March 14, 1945. 


Philip Morris & Co. Ltd., Inc 


A regular quarterly dividend of $1.00 
per share on the Cumulative Preferred 
Stock, 4% Series, has been declared { 
payable May 1, 1945 to holders of 
Preferred Stock of record at the close 
of business on April 16, 1945. 

»There also has been declared a regu- | 
ldr quarterly dividend of 75¢ per share | 

| 





and an extra dividend of $1.50 per 
share on the Common Stock. pavable 
April 16, 1945 to holders of Common 
Stock of record at the close of busi- 
ness on March 30, 1945. 


L. G. HANSON, Treasurer. 











COLUMBIA | 
GAS & ELECTRIC | 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Common Stock 
No. 42, 10¢ per share 
payable on April 5, 1945, to holders of 
record at close of business March 19, 1945 





Cumulative 6% Preferred Stock, Series A 
No. 74, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 64, $1.25 per share 
5% Cumulative Preference Stock 
No. 53, quarterly, $1.25 per share 


payable on May 15, 1945, to holders of | 
record at close of business April 20, 1945. 


quarterly, 


Dare Parker 
Secretary 


March 8, 1945 














Universal Pictures 
Company, Inc. 


& 


DIVIDEND 


The Board of Directors has declared 
a quarterly dividend of 50c per share 
on the outstanding stock of the Com- 
pany, payable April 30, 1945 to 
stockholders of record at the close of 
business on April 16, 1945. 
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UNITED FRUIT COMPANY 
DIVIDEND NO. 183 
A dividend of one dollar per share on the 
capital stock of this Company has been 
declared payable April 14, 1945 to stock- 
holders of record at the close of business 





March 22, 1945. 
LIONEL W. UDELL, 
Treasurer. 
REYNOLDS METALS COMPANY 


REYNOLDS METALS BUILDING 
RICHMOND, VIRGINIA 


COMMON DIVIDEND 


A dividend of twenty-five cents (25¢) a share 
on the outstanding common stock has been 
declared, payable April 2, 1945, to holders of 
record at the close of business March 15, 1945. 
The transfer books will not be closed. Checks will 
be mailed by Bank of the Manhattan Company. 
PAUL R. CONWAY 


Dated March 10, 1945 Assistant Secretary 








- 
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DIVIDEND NOTICES 


“A” COMMON: A dividend of 50 
cents per share on the “A” —s 
Stock will be paid April 2, 1945, 

stockholders of record March 20, 1945. 


PRIOR PREFERRED: The additional 
“if earned” dividend of $3.00 per share 
on the Prior Preferred Stock having 
been earned in 1944 will be paid April 
2, 1945, to stockholders of record March 
20, 1945. 

This dividend is in addition to the 
fully cumulative annual dividend of 
$3.00 per share which was paid quarterly | 
as due on the first days of February, 
May, August and November. 


A. B. Newhail, 


Framingham, Mass. 


Treasurer 


So. 














i 
GF. 
AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHU: 
New York 8, N. ¥ 


H STREET 


There has been declared. out of the earnings 
of the fiscal vear now current, a div.dend,of 
one and three-quarters per nt l >) on 











the preferred capital stock ot this Company, 
payable April 2, 1945 to the holders of 
record of said stock at the close of business 
March 26, 1945 
Transfer books will not be closed. Checks 
will be mailed by Guaranty Tr “ompany 
of New York 

CHARLES J. Harpy hairman 

Howarp C. Wiet cre tary 
March 15, 1945 

CONTINENTAL 





C CAN COMPANY, Inc. 


An initial dividend for the period from 
March 19, 1945 to April 1, 1945 of twelve 
and one-half cents ($.12%2) per share 
on the $3.75 cumulative preferred stock 
of this Company has been declared pay- 
able April 1, 1945, to stockholders of 
record at the close of business March 
28, _—, Books will not close. 
ERLOCK McKEWEN., Treasurer. 











CoMPANY, INC. 
COMMON DIVIDEND 
The Board of Directors has this day 


declared a Dividend of twenty-five cents 
($.25) per share on the Common Stock 


of Crown Cork & Seal Company, Inc., 
ayable on April 10, 1945, to the stock- 
olders of record at the close of busi- 
ness March 29, 1945. 

The transfer books will not be closed. 


J. J, NAGLE 
March 13, 1945. 


Secretary. 








The Western Union Telegraph Co. 
DIVIDEND NO. 272 

A dividend of 50 cents a share on the Class 

A stock of this company has been declared, 

payable April 16, 1945, to stockholders of 





G. K. HUNTINGTON, record at the close of business on March 
March 13, 1945. Treasurer. | 23, 1945. 
| 
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tinghouse Airbrake and New 
York Airbrake will require sev- 
eral years to fill their orders for 
AB brakes and snubbers recently 
required for standard installation 
on all types of cars, both old and 
new. Expediency dictates the 
early placing of large postwar 
orders by the railroads for many 
types of freight, refrigerator, 
coal and tank cars, and with fi- 
nancial conditions as good as they 
are, they will undoubtedly be 
forthcoming as soon as circum- 
stances permit, that is definite 
delivery promises can be made. 


The immense density of passen- 
ger traffic in recent war years 
has likewise created a substan- 
tial backlog of deferred demand 
for passenger cars. The threat of 
increased competition from air- 
borne and motor traffic consider- 
ably clouds prospects of postwar 
passenger rail traffic but the way 
out appears to be by a radical 
adoption of ultra-modern passen- 
ger trains capable of high speed, 
embodying every safety device, 
and providing the last word in 
convenience and luxury. That the 
high initial cost of such a pro- 
gram is justifiable is shown by 
the experience of one road which 
spent about $6 million for such 
equipment between 1936 and 
1940, with resulting net profits 
from the venture of $19 million 
to July 1944, after taxes and 
amortization. 


All but a small fraction of the 
37,940 passenger cars now in use 
were built from ten to thirty 
years ago, so that replacement 
needs are both heavy and urgent 
if the railroads want to avoid 
losses in postwar years. As build- 
ing capacity is limited to 3000 
cars per annum, car builders are 
assured of satisfactory volume 
for quite a number of years. 

Most other companies in the 
railroad supply field, with some 
exceptions among the makers of 
castings and forgings, have 
equally improved prospects. Mak- 
ers of signal equipment are under- 
stood to be booked for over a 
year ahead, and to have substan- 
tial postwar potentials due to 
great progress in modernization 
of signalling devices. 

While price performance of 
leading equities in the rail equip- 
ment group was somewhat better 
than that of the general market, 
prices are nowhere near the 


|. somewhat fabulous 1937 highs. 
' Though some have long and con- 
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sistent dividend records, none of 
these equities has investment 
stature but a number offer fairly 
liberal income including such as 
Pullman, General American 
Transportation, Union Tank Car 
and Westinghouse Airbrake. Else- 
where, appreciation potentials 
constitute the principal attraction, 
based on expectation of well main- 
tained profits for a considerable 
period ahead. Any future tax re- 
lief should greatly enhance this 
potential. Due to heavy overhead, 
the leverage factor in this type 
of equity is very considerable and 
should find marked expression 
earningswise in the event of siz- 
able tax relief. 





Electrical Appliances Face 
Wide Competition 





(Continued from page 687) 


a while, competition in these 
classes of goods normally tends 
to narrow profit margins in the 
long run. Therefore nothing re- 
sembling a bonanza is likely to 
descend upon electrical manufac- 
turers for any extended period 


though earnings are bound to be. 


good for some time. Beyond that, 
established concerns and surviv- 
ing newcomers can be expected 
to benefit from the secular 
growth trend inherent in many 
branches of the industry. The 
fundamental growth of consumer 
popularity of electric devices 
and the progressive reduction in 
price and wider use of electric 
power certainly warrants confi- 
dence in the longer range picture. 
Eventually, however, and espe- 
cially in the home appliance field, 
a saturation point will be reached 
with subsequent sales potentials 
circumscribed by replacement de- 
mands and cyclical variations 
which have always been an in- 
dustry factor. 

Widespread investor interest in 
electrical equipment shares, stem- 
ming from the promising postwar 
outlook picture, has lifted the 
price of many issues to a point 
where near-term appreciation pos- 
sibilities are no longer very out- 
standing. On a strictly longer 
term basis, however, selected is- 
sues still have appeal including 
the equities of such smaller com- 
panies as Apex Electric, Chicago 
Flexible Shaft, McGraw Electric 
and Sylvania Electric. General 
Electric is rather highpriced in 
terms of current and average pre- 
war earnings; together with Wes- 





tinghouse, the stock qualifies for 
long-term investment but current 
yields on both are unattractive. 





Postwar Outlook for 
Radio Companies 





(Continued from page 685) 
traffic, inspect and classify forg- 
ings and castings, provide low 
cost electric light equivalent to 
daylight as well as treat many 
human ailments. All of these ac- 
complishments call for special ap- 
paratus of fairly high cost but 


- their efficiency is so great that 


the initial cost becomes relatively 
incidental. 

Another factor which favors 
the radio industry is its lack of 
real reconversion difficulties after 
the war has ended. Competent au- 
thorities estimate that the in- 
dustry as a whole could revert to 
civilian production almost over- 
night although at the outset it 
might be hampered to some ex- 
tent by difficulty in obtaining 
wood for suitable cabinets. 

Metal parts would present no 
particular difficulty since those 
parts now going into military 
equipment would practically be 
identical with the materials to be 
used in civilian products. Thus 
there might be a delay of from 
five to six months before com- 
plete civilian sets would reach the 
market but for those who already 
had cabinets on hand or are to 
use plastic cases, stripped models 
would be available almost at once. 

The probable trend toward 
larger and more costly instru- 
ments will improve dollar profit 
margins per unit and with pro- 
duction methods now well estab- 
lished, net operating profits of 
many of the manufacturers 
should be considerably better 
than prior to the war. At the 
outset, selling prices would prob- 
ably be restricted by Government 
ceilings but since this control pe- 
riod probably will coincide with 
the time when most of the busi- 
ness will be confined mostly to 
replacement radio units, the re- 
strictions lose their importance 
because of the expectation that 
sales will not reach their full 
volume until about a year after 
the wars have been finished. As- 
suming eventual elimination of 
excess profits taxes and stabili- 
zation of normal taxes on a rea- 
sonable basis, it is expected that 
the radio industry’s profits ulti- 
mately will rise substantially 
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above the best prewar rates. 

Long ago the industry purged 
itself of the many weaker com- 
ponents that rose to eminence 
with the gain in popularity of 
broadcasting but faded quickly 
under the double strain of inade- 
quate finances and keen competi- 
tion. Those presently in the in- 
dustry for the most part have a 
fairly extensive experience in the 
business and due to active partici- 
pation in war work, have bol- 
stered their financial as well as 
technical standing. While none of 
the securities of these companies 
can as yet be classified as invest- 
ments, some of them _ have 
achieved sufficient stature to war- 
rant something better than a 
strictly speculative rating. All of 
them offer an opportunity to par- 
ticipate in one of the most ro- 
mantic and promising American 
industries. 

Postwar competition, however, 
will be keen, especially in view of 
the greatly expanded manufac- 
turing facilities under pressure of 
enormous war demands for all 
kinds of radio and _ electronic 
equipment. Thus on a strictly 
longer term basis, it appears that 
only established companies pos- 
sess the requisite for successful 
commitments though others are 
not without speculative appeal. 
Philco and Zenith are probably 
least speculative; their earning 
power under difficult competitive 
conditions has been fairly well 
tested in prewar years. Radio 
Corporation, too, is not without 
longer term attraction but the 
stock is already fairly high-priced 
in relation to earnings. On the 
other hand Hazeltine, despite its 
excellent prewar record, appears 
in an uncertain position because 
war-time developments by lead- 
ing companies have considerably 
obscured the industry’s patent 
situation. The company is pri- 
—* a patent owning corpora- 
ion. 
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two of the main pillars of official 
postwar labor policy. There have 
been numerous hints as to the 
wage line to be taken. Thus Presi- 
dent Roosevelt, in his annual mes- 
sage, stated that reduction in war 
expenditures would result in 
somewhat lower incomes “even 
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if wage ceilings are adjusted to 
avoid reduction in hourly rates 
when overtime is curtailed.” This 
reference is held important, point- 
ing to sympathy with the upping 
of basic wage rates to compensate 
for loss of overtime pay. The 
question, of course, May even- 
tually get a thorough airing in 
Congress. 

Also, the Administration ap- 
parently is not willing that labor 
and management should return to 
the prewar “dog-eat-dog” days of 
strikes and lockouts. The pros- 
pect is that new machinery will 
be created for adjusting labor 
disputes during the reconversion 
and postwar period. Indubitably, 
labor will be accorded strong rep- 
resentation in whatever new 
functional organization will be 
set up. 

That we are in for permanently 
higher wage levels is no longer in 
doubt. The important question is 
to what extent the higher wage 
structure can be borne by our 
economy without disastrous effect 
on corporate profits, without act- 
ing as a deterrent to large-scale 
new investment and to “ventur- 
ing,” and thereby to employment. 
The direct relationship between 
all these factors is self-evident. 

A high volume of production 
can of course sustain profits even 
if margins are slim, provided that 
taxes are reasonable and other 
cost factors fairly stable. But it 
is questionable whether such high 
volume can be maintained for any 
length of time. When the inevi- 
table decline sets in, the wage- 
prize squeeze may well become 
intolerable and it is then, that 
labor policy will be put to its se- 
verest test. That test may not 
come until the postwar “catching- 
up” boom has run its course. It 
may come sooner if our postwar 
boom potentials are less dynamic 
than commonly assumed. 

We shall probably get a fore- 
taste of it during transition or 
during certain stages of transi- 
tion. At present, higher costs, 
though substantial, are offset for 
the most part by volume and war- 
time taxes. Large volumes reduces 
unit costs ; for corporations in high 
EPT brackets, moreover, heavier 
expenses merely cause a reduc- 
tion in taxes. With the advent of 
transition, when volume is bound 
to decline, the impact of an in- 
flexible wage structure will be- 
come manifest. The resultant 
margin squeeze may be acute for 
some months until a high level 











INFLATION cad 
STOCK PRICES 


Appraisal of Many Factors 
Now Affecting 
Business and Securities 


URRENT UNITED OPINION 
Report presents a comprehensive 

picture of the outlook for Stocks, Bonds, 
Business and Real Estate, with special 
articles on the following timely subjects: 
®@ Inflation and Stock Prices 
© Earnings Report on 150 Companies 
®@ 5 Bonds to Buy Now 
®@ Outlook for Rail Equipments 
@ The Coming Building Boom 


Yours with Month's “ TRIAL”’ 


We will send this Report with the 
5 timely articles outlined above, 
the other weekly features of UNITED 
Business Service, and the complete 
Bulletin Service for one full month 
to new readers for only $1. 


Send $1 NOW for Report MW60 
UNITED BUSINESS SERVICE 


210 Newbury St. Boston 16, Mass. 
yn 


of production of consumer goods 
will permit restoration of profit 
margins. Discounting such a tem- 
porary profit decline during tran- 
sition could prove a potent factor 
in depressing security markets for 
a time. 

As it looks now, all signs point 
to a vastly greater labor role in 
the postwar era, both in the eco- 
nomic and political fields, provided 
that labor can resist the tempta- 
tion of overplaying its hand. Even 
in the larger sphere of world la- 
bor, the trend toward greater la- 
bor power is unmistakable. A 
straw in the wind were the recent 
proceedings at the World Trade 
Union Conference in London, com- 
prising delegates from forty coun- 
tries, which voted unanimously in 
favor of creation “of a powerful 
World Trade Union Federation at 
the earliest practical date.” It was 
the most comprehensive meeting 
of the kind ever held and the first 
international labor gathering 
ever attended by representatives 
of the Soviet Union. 

Any international labor organi- 
zation that emerges from these 
discussions will have as one of 
its principal goals the presenta- 
tion of labor at the peace con- 
ference and at all future inter- 
national conferences of a political 

(Please turn to page 710) 
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(Continued from page 709) 
and economic nature. Indicative 
of labor’s interest in the inter- 
national field are current com- 
plaints that labor was not repre- 
sented at Bretton Woods, Dum- 
barton Oaks, or at the Food and 
Aviation Conferences recently 
held, because it had no powerful 
international agency. Labor 
means to remedy that in the fu- 
ture; it fully intends to make its 
voice heard and protect its inter- 
ests both on the national and in- 
ternational plane. 
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security aims, of integrating it 
into a larger world security sys- 
tem. 

Essentially, the question boils 
‘down to this: How can the 
might and the resources of the 
great powers be harnessed to the 
task of assuring security to all 
' without at the same time im- 
posing restrictions intolerable to 
other nations? This question, 
however varied its aspects, is 
the same wherever we _ turn. 
Everywhere the small nations 
want the great powers to assume 
responsibility for their safety and 
welfare. But they also want guar- 
antees of the integrity of their 
sovereignty and their territories, 
and aid in rehabilitating and de- 
veloping their economies. It re- 
quires a well-nigh perfectionist 
approach, one that will be diffi- 
cult to find in the present turbu- 
lent time. 

In this connection, there is no 
blinking the fact that perhaps one 
of the foremost question marks is 
Russia’s attitude. Her procedure 
in securing what she considers 
her sphere of interest has left 
most of the smaller nations feel- 
ing unprotected and exposed to 
the vagaries of power politics. No 
wonder, then, that the trend to- 
wards regionalism elsewhere has 
become so strong. Unilateral Rus- 
sian interference in internal Ru- 
manian affairs without prior con- 
sultation with other Allies, as re- 
quired under the Yalta agreement, 
has done nothing to mitigate un- 
easiness on that score. The con- 
sultative machinery agreed upon 
in the Crimean Charter and re- 
garded by many as the rock on 
which future peace will rest, had 
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met its first test; it was found 
that Russian action could not be 
reconciled with the principles en- 
dorsed at Yalta. 

The fear now is that before 
San Francisco gets well under 
way, the world may be confronted 
with another fait-accompli in the 
Balkans, this time involving Bul- 
garia, Greece and Turkey. Bul- 
garia with her Soviet-controlled 
Government has been eying Mace- 
donia (which belongs to Greece) 
and is making no secret of her 
wish to incorporate it into a new 
Balkan Federation under Soviet 
sponsorship. As a corollary, re- 
lations between Bulgaria and 
Turkey have become increasingly 
tense, and Russia has expressed 
the desire for revision of the 
existing Turko-Russian treaty. 
Macedonia’s coast line, it may be 
observed, has great strategic im- 
portance, especially for entrance 
to the Dardanelles from the Medi- 
terranean side. It is an easy guess 
that a situation is being created 
that once more points to unilat- 
eral action, another “upset” of 
Yalta at a time when the ink on 
that document calling for inter- 
allied consultation had hardly a 
chance to dry. 

Seeing the Crimean Charter 
honored in the breach (as in the 
case of Rumania) even before its 
incorporation in a world-wide se- 
curity system, it is not surprising 
that small nations call for pro- 
tective guarantees and _ assur- 
ances, for a mechanism that will 
give them a feeling of equality. 
This perhaps constitutes the 
greatest conference problem. 

Whatever San Francisco will 
achieve, and some sort of an 
agreement is confidently expected, 
there can be no question that ob- 
stacles on the road to enduring 
peace are many. The situation 
calls for intelligent cooperation 
and compromise. Let us hope that 
neither intransigence on the part 
of the smaller nations nor lack 
of patience and understanding by 
the big powers will detract from 
the final outcome. 
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distribution of the shares of Con- 
sumers Power, Ohio Edison, Cen- 
tral Illinois Light & Southern, In- 
diana Gas & Electric. Thus, the 
northern properties would be dis- 
tributed and the southern sys- 
tems retained. 
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Current Books of Interest 


BUSINESS LEADERSHIP IN THE 
LARGE CORPORATION 
By R. A. GORDON 
The Brookings Institution. 369 pp. $3.00 
The author of this ably written book 
emphagizes the personal factor in busi- 
ness leadership as applied to execu- 
tives, directors, stockholders, bankers, 
Government and labor. Especial stress 
is placed upon the key role of the 
salaried executive. 


PROVIDING FOR UNEMPLOYED 
WORKERS IN THE TRANSITION 
By RICHARD A. LESTER 
McGraw-Hill Book Co., Inc. 151 pp. $1.50 
In this skillful analysis of employ- 
ment problems which will arise in the 
postwar period, Dr. Lester compares 
presently suggested programs for their 
solution, with constructive comments in 
the essential balance required between 
private and Federal initiative in this 
important undertaking. 


AN OUTLINE FOR INDUSTRY 
By FREDERICK WILLKIE 


and 
HARRISON C, BLANKMEYER 


Charles C. Thomas. 260 pp. $4.00 

This is a stimulating study of the 
causes of business failure and the op- 
portunities for industrial improvement 
through more rational use of research 
and a better understanding of political, 
social and industrial fundamentals. The 
subject is vigorously handled and con- 
vincingly presented. 


WORLD COMMODITIES AND 
WORLD CURRENCY 
By BENJAMIN GRAHAM 


McGraw-Hill Book Company, Inc. 182 pp. 

Here is presented an interesting solu- 
tion of the much discussed problems 
involving stabilization of international 
currencies, The author promotes the 
novel idea of forming a commodity 
reservoir, to be drawn upon or am- 
plified as surpluses or scarcity may 
determine. 


PRIVATE ENTERPRISE MONEY 
By E. C. RIEGEL 


Harbinger House. 174 pp. $2.00 

A carefully considered and ably pre- 
sented plea for the issuance of money 
only to the extent that it is based upon 
the production of goods or services. 
The idea is projected that the whole 
issue between private enterprise and 
communism hinges on the decision 
whether money shall issue from private 
enterprise or from political sources. 


THE PUBLIC DEBT 
By WILLIAM WITHERS 
The John Day Company. 110 pp. $1.75 

A discussion of our mounting Gov- 
ernment debt and its growth from early 
beginnings, by an English economist 
and Vice-Chairman of the Liberal 
Party. Based upon the theory that Gov- 
ernment spending will be inevitable in 
postwar years to take up unemploy- 
ment slack, the book blueprints a safe 
method of debt gontrol. 
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To Investors 
© with $20,000 


or more 


"Tuere has been no more important time at 
which to bring the strong protection and ad- 
vantages of our personal supervision to your 
investment capital. 


Steck split-ups and stock dividends, broad re- 
fundings of bonds and preferred stocks, altered 
dividend policies, new issues of equities and 
obligations, speeded up reorganizations .. . all 
must be analyzed and interpreted correctly if 
your funds are to work most profitably for you 
in special situations. 


You are well aware that new methods of manu- 
facture, ingenious machines, exciting new ma- 
terials and products are being developed. Some 
will be unimportant — others may prove revo- 
lutionary. Your securities will be affected by 
these as well as other factors such as the labor 
problems now hatching and the reshuffling of 
world markets. 


A growing number of investors are realizing 
that the supervision of a substantial list of 
holdings is a problem best handled by a large, 
experienced and fully equipped organization. 


Business and professional men and women 
everywhere, recognizing the value of special- 
ization and long experience, have retained our 
counsel to nbogaelh and promote their invest- 
ment welfare. 





Unsolicited comments, such as those which 
follow, all received with recent renewals, in- 
dicate the satisfaction with which clients re- 
gard their investment progress under our su- 
pervision. 


“I received your report of the one year su- 
pervision of my investments and thank you 
for your excellent results. Enclosed please find 
check for a year’s renewal. I like the way 
you make out your report.’ — Mr. J. H. T., 
Ohio — 12/3/44. 


“You have picked out good situations and have 
been conservative. Enclosed find my service 
fee for the next twelve months.” — Dr. R. R., 
Iowa — 12/15/44. 


“It is gratifying to note that your study of 
my account indicates capital growth in excess 
of the market improvement, as well as a satis- 
factory income return, I am very well satis- 
fied with result obtained and am happy to 
continue my subscription. — Mr. C. J. S., Ohio 
— 12/20/44. 


7 * * 


To our knowledge, there is no source of expert 
investment supervision better qualified to help 
you solve your security problems... none with 
a sounder record of accomplishment for its 
clients. We can assist you to secure added safety, 
income and profit from your investments 


SUGGESTED ACTION — Write today asking for any information you 
desire to know before enrolling. Include a list of your present holdings and we 
will evaluate them and quote an exact yearly supervisory fee, without obligation. 


90 Broad Street 
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